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Condensed Statement Condition, December 31, 1955 


ASSETS 
Cash, Balances with Banks 1,150,000,000 

Invest- curities Treasury 6,450,000,000 


Contango, Advances Securi- 


282,468,938,911 
Bills receivable 188,119,738,700 
Sundry Accounts 2,783,008,157 
Premises, Furnitures Fixtures 


Customers’ Liability for Gua- 


802,821,194,506 


deposited Third 


Special guaranteed Accounts 11,652,562 


Staff Assistance Retirement 
Fund Securities deposited 


1,027,598,330,174 


Cheques Circulation (assegni 
19,277,639,982 
Guarantees Acceptances for 


Staff individual Retirement Ac- 


Unearned Discount other 


802,821,194,506 

Accounts guaranteeing special 

Bank’s Securities 
Staff Assistance Retirement 


1,027,598,330,174 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOK CREDIT MEDIUM AND 
Capital, Reserves and Government Guarantee Fund 2,633,650,000 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves 767,457,039 
SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves 2,627,998,605 Government Guarantee 2,000,000,000 
SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves 1,532,480,829 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves 827,974,710 


BANCA NAZIONALE DEL LAVORO QUARTERLY REVIEW 


Vol. No. 35, December 1955 


SUMMARY 


The discussion the factors determining the level bank deposits which 
Prof. Gambino and Prof. Schneider joined earlier (see this Review, No. 30, III quarter 
1954; No. 31, quarter 1954; No. 34, III quarter 1955), here pursued further 
paper Prof. R.S. entitled The Determination the Volume Bank 
Deposits: England 1955-56 

The conditions determining the volume bank deposits Prof. Sayers remarks 
have been the subject much attention economic literature, particularly during the 
present century. But two circumstances make necessary detailed restatement: the 
one hand Prof. Gambino’s criticism the traditional theory (and especially Robertson 
and Keynes) and his insistence the influence the public determining the volume 
deposits, the other hand important change occurred English monetary insti- 
tutions, change which has deprived the cash-ratio its usefulness major hinge 
the argument. 

Moving from these assumptions and from the consideration the present (1955) 
behaviour the English banking system, Prof. Sayers’ article essentially 
mation the validity the traditional analysis, the principle that the volume 
bank deposits is, the last resort, determined the monetary authorities. 
however, show how the mechanism has varied response recent changes 
technical character. this purpose the examines detail the influence the 
English financial institutions they currently operate, and clears how the cash-ratio 
has lost the guiding function exercised. present sense strain the cash 
position develops the point directly provoking restriction credit. The liquid 
assets ratio appears now regarded the primary liquidity ratio; forcing 
this ratio down towards the critical per cent figure that the authorities have lately 
forced the banks reduce their total investments and advances. 

But the changes operating techniques not invalidate the general conclusions 
reached the traditional theory. Nowadays the past the authorities may choose 
the general level deposits and the maturity-distribution government debt and leave 
interest rates take care themselves. Alternatively, they may choose the general 
level interest rates and the structure rates; but making this choice they are 
depriving themselves the choice the level deposits and the maturity-distribution 
the government debt. Which they should choose which way they should work 
course another question. There evidence that [in during 1955-56 the 
immediate objects choice have been certain level short interest rates and appre- 
ciable compression the total bank advances, leaving the total deposits, and 
perhaps also the levels longer interest rates, take care themselves. this limited 
sense the public rather than the authorities present chooses the volume bank 
deposits, but not useful sense, and the process certainly cannot called deter- 
mination the total deposits the public 


** * 


two previous articles contributed this Review Medium-Term Lending 
the French Deposits Banks and Banques No. 30, 1954; and Competition 
among Banks France and the Fixing their Rates No. 33, 1955), Prof. 
has already examined some important aspects recent banking experience 
France. The present number offers third article which describes the features 
and operating techniques The French Money Market 

The author briefly recalls the events which led the transformation the old 
marché hors banque (which dealt almost exclusively commercial bills) into the 
present marché monétaire which the dominant role played Treasury paper; 
and refers the measures adopted 1926, the coming into existence around 1930 
the first rediscount companies, the introduction 1938 open-market policy, and 
the post-war innovations. There follows account the structure and modus operandi 
the so-called money market France under present conditions. Attention 
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drawn particular the special circumstances which, contradiction the logic 
the system, have led the maintenance, for many years, money market rates 
which are above the official rate discount. This anomalous situation reflection 
the difficulties standing the way satisfactory working the money market 
and mainly due the low level bank deposits and the continual intervention 
the Treasury, which issuing increasing amounts Treasury Bills cover the Govern- 
ment deficit. 


The article Mr. Structural Changes German Bank 
Balance Sheets presents picture the most significant shifts which have occurred 
the balance sheet structure banks Germany under the influence the second 
world war and the monetary reform 1948. places the primary emphasis 
what considers the most substantial change caused the reform: the almost 
complete destruction the banks’ capital and reserves, and the measures taken the 
authorities towards facilitating their reconstitution (equalisation claims, global value 
adjustments, etc.). notes that the results already achieved are appreciable, but that 
the situation can still not said normal one, especially because the exceptionally 
rapid growth deposits has helped keep the ratio the banks’ own resources their 
borrowed funds low. 

The account the movements the banks’ capital position supplemented 
analysis other banking developments post-war Germany (such the bottleneck 
liquidity, and the heavy expansion acceptances and long-term advances), which 
too reflect the exceptional vicissitudes undergone German economy. The closing 
section the article contains short review the measures credit control which 
the Central Bank first adopted 1951 and which later tightened. 


* * * 


Italy the national income statistics not provide the elements allowing for 
division the total income between regions and provinces. attempt estimate 
the distribution areas was made for the first time few years ago Prof. 
who based his calculations group indices which, taken together, 
might regarded sufficiently indicative the regional and provincial product. The 
method used, and the results reached have been described series articles published 
1953, 1954 and 1955 Moneta Credito Quarterly Review issued Italian 
the Banca Nazionale del Lavoro). 

The article which here appears English, under the title Italy’s Net National 
Product Regions (and Indices for Certain Consumption Items other than Foodstuffs and 
for Bank and Postal Savings Deposits) abridged version the articles previously 
published Italian, and particular the most recent one, that relating the year 
1954- The article falls into two parts: (a) regional distribution national income and 
its principal components (income from agriculture, from industry, from trade, from 
public administration, etc.), and movement regional income (in the aggregate and 
per head) from 1938 1953 and 1954; (b) regional analysis selected consumptions 
other than food, and figures for bank and postal savings deposits. 

The statistical technique used dividing the total income between provinces 
and regions summarized short methodological appendix. Prof. Tagliacarne 
himself warns, the results obtained are course regarded only very rough 
estimates. Nonetheless, they offer first statistical basis evaluate the diverse economic 
levels the geographical areas Italy, and especially the depressed conditions the 
South and the first results the development policy pursued the last few years 
the government authorities. 


The Banca Nazionale del Lavoro assumes responsibility for opinions facts stated authors 
whose contributions are published the present Review. 

All communications regarding the Review should addressed Banca Nazionale del Lavoro, 
Ufficio Studi, Roma, Via Vittorio Veneto, 119. 


Editor; Dott. Ufficio Studi, Banca Nazionale del Lavoro 


del Tribunale Roma No. 2159 


Stabilimento Aristide Staderini Roma Via Crescenzio, 


The Determination the Volume Bank Deposits: 


England 


The conditions determining the volume 
bank deposits have been the subject 
much attention economic literature, parti- 
cularly during the present century. Two cir- 
cumstances, however, make detailed resta- 
tement necessary. First, eminent Italian 
economist has charged English economists 
notably Keynes and Robertson with 
error, least emphasis, their neglect 
the part played the public determin- 
ing the volume deposits. Secondly, there 
has been important change Enghish 
monetary institutions, change which has 
deprived the cash-ratio its usefulness 
major hinge the argument. has become 
necessary re-state the matter terms re- 
flecting the behaviour the English bank- 
ing system 1955-56 (1). 

Professor Amedeo Gambino’s criticism 
the analysis which may now described 
the traditional English analysis available 
English readers his article, Money Supply 
and Interest Rates Recent Macro-Economic 
Conceptions, No. (September 1954) 
the Quarterly Review the Banca Nazio- 
nale del Lavoro (2). This article was prompt- 
by, and critical of, recent article 
Professor Erich Schneider (3), and develop- 
ing his criticism Gambino charges English 
economists, primarily Keynes and Robertson, 


(1) the period 1939-51, and some extent 1932-39, 
the framework had already moved somewhat from that 
which the supply cash could considered the central 
governing factor; 1951-54 there was further change, that 
the system supplying cash fixed price was qualified. 
Only 1955 did the determining factors assume the form 
described the present paper. 

(2) See also his Copertura dei Deposits Bancaria 
Rome, 1952). 

(3) Interesse Quantita Moneta nella Teoria Economica 
della Formazione del Reddito. 1954, No. 


with misunderstanding the influence the 
public determining the volume depo- 
sits (4). The burden his argument that 
the public can vary its relative demand for 
cash, and that assume away such variation 
ceteris paribus clause ignore factor 
shown his statistical analysis (for Italy and 
the U.S.A.) important. Schneider has 
made further contribution, including stati- 
stical analysis recent conditions Western 
Germany, his article, The Determinants 
the Commercial Banks’ Credit Potential 
Mixed Money System (5). the present 
paper shall comment briefly, the light 
recent English conditions, Gambino’s 
insistence the influence the public 
determining the volume deposits, and 
shall explain some detail the influence 
the English financial institutions they cur- 


rently operate (6). 


its books credit balance favour cu- 
stomer return for any asset accepts 
from another party, whether this asset 


(4) referring followers the tradition, Professor 
Gambino has (fn. 115) cited myself 
case and quoted passage which finds unsatisfactory. 
accept his implication vagueness. plead that was trying 
give, elementary terms, explanation the main factors 
system that was process change; and offer the 
present paper atonement. 

(5) «Quarterly Review the Banca Nazionale del Lavoro», 
No. 34, Sept. 1955. 

(6) emphasise that the account given the remainder 
this paper relates current English conditions, which are 
certain change experience any guide, change 
rapidly. preparing this account, have been greatly helped 
Sir Dennis Robertson, Mr. Henderson, Prof. John- 
son, Mr. Newlyn, Prof. Tew, Mr. Alford and 
others, who commented earlier draft. 
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cash, government security, the promise 
customer repay loan. Cash includes 
balances accruing through the bankers’ 
clearing house, and the smaller single 
bank relation the clearing banks 
total, the greater will the proportion 
its deposit-creation which offered return 
for accretions cash contrasted with the 
bank’s lending operations; full explanatjon 
deposit-creation multi bank system has 
therefore take into account the genesis 
clearing-house balances, and this has been 
done the classic accounts Crick and 
others (7). accepting cash, whether directly 
from member the public through 
favourable balance the clearing-house, 
bank passive (8). [It was this passivity 
which used make difficult for bankers 
and others (including Edwin Cannan) ac- 
cept the doctrine that banks create depo- 
sits »]. When cash comes bank through 
the clearing-house, there usually corres- 
ponding loss cash other banks, and 
corresponding reduction deposits other 
banks, that increase the total 
deposits arises this rule however there 
important exception: the banks 
whole may have credit balance the clear- 
ing-house, because the central bank has been 
acquiring assets gold, foreign exchange, 
securities. this way the central bank creates 
cash, and the public adds its holding 
bank deposits amount equal the newly- 
created cash. The total bank deposits can 
also increased the public’s reducing its 
holding cash (notes and coin); this kind 
deposit creation (in which the banks are 
passive) has apparently been great import- 
ance post-war Italy, and Professor Gam- 
bino’s complaint against English writers 
essentially that they have ignored it, treat- 
too lightly. 


(7) Cricx, The Genesis Bank Deposits, Econo- 
mica June, 1927 (reprinted pp. 41-53 Readings 
Monetary Theory, A.E.A. Series, London, 1952). Cf. 
Keynes, Treatise Money, vol. pp. 23-30. 

(8) Banks need not passive: they may (as banks 
most countries do) compete actively for savings deposits. 
matter deliberate policy, the English banks refrain from 
such competition with other financial institutions. 

(9) this sentence and through the remainder this 
section, the banks means the trading banks the exclu- 
sion the central bank. 


total bank deposits, referred this 
point, may summarised thus: 


(1) The public may choose hold less 
cash and more bank deposits; 


(2) The banks may add their earning 
assets, whether the purchase bonds 
making advances customers; 


(3) The central bank may purchase secu- 
rities, foreign exchange, gold, from the 
public. 


Increases deposits originating (2) 
(3) may eventually, through their effects 
the liquidity the economy, spending 
capacity and the level prices and 
money incomes, occasion some rise the pu- 
blic’s cash requirements. Unless additional 
cash created the central bank meet 
this need, there must some contraction 
bank deposits; this second-round change 
the volume deposits most unlikely 
large the initial increase deposits. 
How important this repercussion the bank- 
ing system is, and how important the first 
the three changes listed above likely be, 
both depend upon the importance notes 
circulation relatively bank deposits, and 
upon the stability the public’s habits 
the use notes. the public accustomed 
holding large amounts notes store 
value, and savings deposits, alterna- 
tive store value, are important the bank- 
ing system, substantial variation the total 
bank deposits can occur independently 
any initiative the part the banks. Such 
change could occur, for example, through 
the shrinkage black markets, which noto- 
riously prefer notes; the result 
increase confidence the banks. could 
even symptom increasing confidence 
the value money, notes being easier than 
savings deposits use the market when- 
ever opportunity arises acquire more stable 


than any kind money. Since 1945 


conditions Italy have probably 
ticularly propitious for variations these 
kinds, and the initiative the public has 
according been peculiarly influential go- 
verning the volume bank deposits. 
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Even England the public’s demand for 
notes relatively other forms money has 
shown appreciable fluctuations. The jump 
the circulation, relatively both bank depo- 
sits and national income, between pre-war 
and post-war well-known, the failure 
the proportion return its old level: 
the change associated with full-em- 
ployment, which has allowed workers esta- 
blish the habit continuous holding com- 
fortable cash balances. There was also sharp 
relative drop notes between 1947 and 1948, 
possibly associated with the diminution 
certain black market activities. the years 
1951-55 the notes have once more gained 
relative popularity; this may associated 
with the stiffening turnover charges levied 
the banks their customers, and perhaps 
with the rise interest rates which has tend- 
restrain the growth deposits (but not 
notes) match the rising national inco- 
All these changes have occurred 
without disturbance the banking system 
and have been scarcely noticed anyone 
except the technicians directly involved, and 
this unobtrusiveness has been due the abil- 
ity and willingness the English monetary 
authorities neutralise these movements 
well the big weekly and seasonal move- 
ments the public’s desire hold notes 
and coin. English economists can admit that 
their books have not discussed such situations 
and can allow that these situations have had 
more significance the recent monetary 
history certain countries; and they may 
still leave them aside propose 
proceed analyse the current 
sition. 

(10) indebted Professor Johnson for the follow- 
ing figures: 


NOTES AND COIN CIRCULATION 
(including bank holdings) 


1938 442 19-7 
1945 1,263 346 27.8 42.4 
1947 1,361 296 25.0 38.9 
1948 1,239 262 21,7 33-9 
1951 1,291 261 21.8 33-4 
1955 1,640 320 26.4 42.7 
(First 
months) 


current English circumstances, the vo- 
lume deposits depends upon the actions 
and reactions four parties: 


(1) The Bank England acting co- 
njunction with the Treasury and various go- 
vernment funds these, following current 
English usage, shall refer the au- 
thorities 

(2) The London clearing banks; these 


(3) The discount houses. 


(4) The public, including banks outside 
the clearing the outside banks and all 
other financial institutions (11). 


The assets and liabilities these four par- 
ties have, for this purpose, classified 

(a) Cash. 


(b) Treasury bills and government bonds 
short enough held the discount 
houses. 


(c) Call Loans the banks the 
discount houses. 


(d) Government bonds held the banks 
their investment portfolios, but too long 
held the discount houses (5-years 
the present dividing line). 

Bank deposits. 

(f) Bank Advances. 

(g) All other assets. 


(a) Cash creation the authorities, 
and held the banks (as «reserve» 
against deposits), and the public, but not 
the discount houses. 


(b) Treasury bills and other money market 
assets are held not only the discount hou- 
ses, but also the banks and the public. 
Assets this class are created the autho- 
rities; selling them other parties, the 
authorities destroy cash, and vice versa. 


(11) These outside banks include the Scottish banks. 
view the differences between these banks and the London 
Clearing Banks, Scotland for our present purpose 
regarded separate from England (in which include Wales); 
Scotland fact inner Sterling Area country. 
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(c) Only the banks (as creditors) and the 
discount houses (as debtors) are directly con- 
cerned with Call Money. 


(d) Bonds having more than years run 
redemption are not held by- the discount 
houses (with unimportant qualification); 
their distribution between banks and the pu- 
blic variable, though the banks have inhi- 
bitions affecting their dealings these secu- 
rities, particularly those which are long-dated. 
The authorities both buy and sell, creating 
destroying cash they so. 


Bank deposits, liabilities the banks 
and assets the public, are not held signi- 
ficantly either the authorities the 
discount houses. 

Advances the banks their custo- 
mers are assets the banks, liabilities the 
public. 

(g) All other assets include all other forms 
wealth, including securities [other than 
those classed under (b) and (c) above], real 
estate, goods, etc. 


tabular form may summarise 
follows standing for Liability, for 


Discount 
Authorities Banks eR The Public 


Bills and short 

Medium and long 


All other assets (g) above, are exclud- 
from this table as, with 
ceptions, the three monetary bodies (Autho- 
rities, Banks, and Discount Houses) are not 
involved. 

Certain minor complications have been 
ignored 


(1) The Bank England has some pri- 
vate customers, and therefore has deposit lia- 
bilities the public and makes advances 
the public. 


(2) The banks hold small proportion 
bonds (e.g. public utility bonds) other than 
their U.K. government bonds, among their 
Investments 


(3) The banks and the discount houses, 
well outside banks included The 
Public hold small amounts ordinary bills 
exchange. 


(4) The discount houses draw some call 
money from outside banks and other financial 
institutions here included The Public 
much one half their total call money, 
and its movements are important the di- 
scount market though not the 
pose the present study. 


(5) Some call money may stock 
jobbers, who are included The Public 


The «outside i.e. those not 
members the London Bankers’ Clearing 
House also have some deposit liabilities 


the public and make advances; neverthe- 
less they are not, the following analysis, 
treated banks, but are included along with 
other financial institutions The Public 
This does not mean that their behaviour has 
monetary significance; the contrary, 
like other financial institutions and like indi- 
viduals they may affect the situation chang- 
ing the liquidity distribution their assets. 
They are excluded from the category the 
banks because the London Clearing Banks 
alone follow the fairly rigid liquidity rules 
described below, and the weight these do- 
mestic banks, operating according the these 
rules, renders them predominant the deter- 
mination the volume banks deposits 
which perhaps the most important single 
factor operating the liquidity situation 
the economy. 

Subject the qualifications referred 
Section above (12), the volume deposits 
depends upon the action the banks 
acquiring (or disposing of) earning assets. 
The assets that can ordinarily depended 
upon yield additional income the highest 
rates are advances customers and govern- 
ment bonds; among the latter, the long-term 
and medium-term bonds must normally 
regarded the most dependable earners 


(12) refer the authorities’ operations securities 
well shifts public preferences between cash and deposits. 
(13) Short-term rates can be, and sometimes are, higher 
than yields long-term securities, but ordinary circum- 
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Provided that attractive opportunities add 
the total these assets exist, the banks 
will fact add them and the 
volume deposits, whenever they feel able 
reduce the proportion their more liquid 
assets. This gives four relevant factors: 


(1) the banks’ opportunities lend 
customers; 


(2) the banks’ view the bond market; 
(3) the conventions about liquidity ratios; 


and (4) the supply liquid assets for the 
banks. 


Until 1951, and only less degree until 
1955, the banks had for long time been 
glutted with liquidity that they felt under 
compulsion, other than the qualitative 
control imposed official requests, refuse 
lend good banking borrowers. the 
early post-war years, indeed, the pressure 
liquidity was strong that the banks tended 
broaden their notions what constituted 
good banking borrower, and they also tend- 
least between each the various 
reiterations successive Chancellors 
broaden their interpretation what lending 
was conformable with government requests. 
Under these conditions, the total Bank 
Advances was essentially demand-determined, 
subject underlying tendency, originat- 
ing the supply side, grow the years 
went by. Bank Advances grew, that 
say, both because the highly liquid banks 
welcomed with open arms the increasing de- 
mand and because, their anxiety lend 
more, they broadened their views about what 
was eligible business. Even 
considerations early 1955 checked the 
growth Advances-plus-Investments, the 
banks still wished, for profit and goodwill 
reasons (14), continue meet the expand- 
ing demand for Advances. Their wish 


stances this can occur only when there expectation that short- 
term rates are going fall. Even this case the long bond 
likely preferred income-earner, the short being pre- 
ferred only the bank wishes maintain its liquidity. Pro- 
fessor Tew has reminded that theoretically long-term assets 
could scarce relation investors’ preferences that the 
long-term rates could forced below the short rates. 

(14) Advances normally yield appreciably higher interest rates 
than government securities, and the banker’s willingness 
lend his customers very important element the good- 
will that maintains the volume his business generally. 
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this was strong that they were willing 
sell securities order meet the 
mand for Advances, and they might well 
have continued follow this course, even 
the price forcing bond prices down 
against themselves, the authorities had not 


July stepped with their fiat restricting 


Advances (15). the beginning 1956 the 
position that the banks are under official 
compulsion (notwithstanding the absence 
statutory direction) reduce the total 
advances. 

During the years excess liquidity, while 
the banks were disposed increase their 
Advances whenever reasonable opportunity 
offered, their attitude towards their holdings 
government bonds was somewhat different. 
The income that could drawn from these 
securities was attractive, though appreciably 
lower than that Advances. the other 
hand, owing mainly certain accounting 
conventions, the banks were fearful capital 
depreciation if, seemed likely, rates 
interest rose appreciably within the lifetimes 
the bonds. Given these conflicting con- 
siderations, the tendency English bankers 
after the failure (1947) the Dalton experi- 
ment, and while their liquidity continued 
abnormally high, was hold their invest- 
ment portfolios more less stationary 
absolute amount. They did tend shorten 
somewhat the average life and, contrary 
earlier traditions, divest themselves entirely 
undated stocks; these changes were how- 
ever changes the composition rather than 
the size portfolios. these circum- 
stances the attitude towards bonds was fac- 
tor tending hold the aggregate deposits 
where was, and the only important factor 
making for change this aggregate was the 
growing demand for bank advances (16). 

the autumn 1951 the banks were 
submitted forced funding operation: this 
simultaneously jerked their investment totals 


(15) This point was suggested Mr. Hen- 
derson his comments earlier draft. 

(16) During part this period (1947-51), the authorities 
somewhat reduced the supply Treasury bills. This move- 
ment was not large enough remove all the surplus liquidity 
the banks, and was therefore not restraining factor, but 
did mean that total deposits rose rather less than total advances 
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and eliminated most the remaining 
excess liquid assets. The accompanying 
changes monetary policy forced long-term 
rates interest up, but forced the short rates 
(including the rates bank advances) rise 
even more, that the relative attractions 
bonds bankers’ assets were greatly reduc- 
ed. these circumstances the bankers were 
shaken out their unwillingness change 
their investment totals, and notably the 
first half 1955 considered the bond port- 
folios much more readily compressible than 
the total advances. 


the previous section have seen how 
the years before 1951 the attitudes the bank- 
ers towards both investments and advances 
were highly coloured the abnormal liquid- 
ity those years, and that both directions 
they have been compelled more restric- 
tive since liquidity declined. must now 
become precise about the liquidity the 
banks, and explain the conditions which 
the banks are forced insufficient liquidity 
restrict their totals investments and 
advances. Two liquidity ratios have 
considered: the cash ratio and the liquid 
assets ratio. 

Since 1946 the cash ratio has been held, 
weekly basis and avowedly without 
window-dressing, per cent (17). The 
liquid assets ratio, though loose forms 
have long tradition behind them, has be- 
come accepted rule only the last quarter 
century, and acknowledged rule only 
the last few years. Indeed, believed 
that became matter official guidance 
only 1955. remains less rigid, the 
sense that considerable seasonal variation 
tolerated (18), and the level appropriate 
any particular season not put precise 
figure parallel the per cent for the cash 


(17) Mr. Nevin has shown, unpublished paper, 
that there still small swelling the cash-ratio the 
banks’ statements; the bankers continue insist that this 
not intended. 

(18) The seasonal variation the liquid assets ratio akin 
the tolerated daily variation the cash ratio; the latter 
variation does not appear the published statistics because the 
monthly statements refer always Wednesdays. 


ratio. The position broadly that the seaso- 
nal minimum (in the first quarter the 
calendar year) (19) must not fall below about 
per cent: hence common reference 
the per cent ratio». current con- 
ditions this per cent rule and not the 
conventional cash ratio which appears the 
limiting factor the creation bank de- 
posits. 

The cash ratio has lost its former sharp- 
because for many years now the Bank 
England has more less automatically kept 
the market supplied with just that amount 
cash required maintain the banks’ cash 
ratios per cent their deposits, and both 
banks and discount houses have become less 
sensitive the appearance shortage 
cash. The cash-creating function the Bank 
England has lost something the purely 
mechanical quality had from 1940 1951; 
but has not gone back the traditional 
practice gold-standard days. Cash re- 
quired for the public and for bank reserves; 
none held the discount houses, but these 
form the channel through which the banks 
keep themselves supplied with sufficient cash 
maintain their reserves the agreed per 
cent deposits. The Bank England always 
provides just enough cash, one way another, 
allow the discount houses balance their 
book have zero cash after borrowing 
all they can from the banks). And everybody 
knows that, because the banks must have the 
cash, will forthcoming. sense 
strain the cash position develops the 
point directly provoking restriction 
credit. 

gold standard days long ago, the 
system was different several respects. The 
banks’ cash ratios were compressible (espe- 
cially with the help window dressing) (20) 
that decline cash relatively deposits 
did not immediately bring into operation the 
lender last resort. the other hand, 
pressure severe enough force resort the 
lender last resort was viewed much more 


(19) This well-known seasonal movement due heavy 
collection taxes during January and February each year. 

(20) Other factors responsible for the compressibility the 
cash ratio were the absence any officially-agreed view and 
the greater weight outside banks the market. 
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seriously, partly because was evidence 
extreme shortage and partly because the beha- 
viour the lender last resort was known 
depend the state its gold reserve. 
And when the market took serious view 
the situation, had one method restricting 
credit its own hands: would reduce the 
amount bills exchange was willing 
discount (Bills exchange, drawn traders 
for financing trade goods, were then 
large proportion the bill market’s port- 
folios). The banks least those the 
City London would also scared into 
measures restraint. This highly sim- 
plified picture, and long time since 
conditions were all close this; but 
will apparent that such conditions the 
cash base was very important factor 
direct regulation the state credit. Gra- 
dually conditions have changed, more ways 
than one (21), and the years 1940-51 resort 
the Bank England became completely 
innocuous for everybody that shortage cash 
ceased have any power directly influence 
the state credit. 

The position 1955-56 this respect 
different from that the preceding 
years. The cash ratio virtually incompress- 
ible and variations the cash supply are 
continuous, that the Bank England 
constantly having operate. But whereas 
1940-51 the Bank England operated only 
market through its operator 
the market the back door now reser- 
ves the right to, and frequently does, close 
the back door forcing the discount houses 
borrow Bank Rate, its Discount Office 
the front door »). the extent which 
forces the discount houses come the 
front door, the Bank influences the level 
market rate relation Bank Rate; thus 
fixing Bank Rate and its market ope- 
rations the Bank virtually fixes the level 
market rates (22). wants market rate 
rise, relieves the market less frequently 


(21) The great decline the use bills exchange 
important part the story. 

(22) The Bank can course ease the process getting 
market rate the level desires, giving some indication 
the discount houses. understood that present circum- 
stances the Bank does not actually tell the market what 
thinks the rate should be. 


through the back door that the penalty 
Bank Rate more frequently imposed (23) 
and necessary the Bank raises Bank Rate 
itself. these conditions the Bank En- 
gland remains, 1940-51, passive de- 
ciding the amount cash: the cash simply 
fitted the total bank deposits coupled 
with the requirements the public for cir- 
culation. The Bank does, however, effect 
fix the terms which just the required 
amount cash gets into the market. The 
consequent behaviour the market rate for 
Treasury bills influences the attitude the 
banks and the public towards bonds (24). 
tendency market rate rise likely 
encourage bearish attitude all round. this 
results fall bond prices without any 
redistribution holdings, there effect 
the volume bank deposits. If, the 
other hand, the banks reduce their portfolios 
sales the public, deposits are reduced 
that amount (25), and there will 
release cash (equal per cent the 
fall deposits) the banks the discount 


(23) perhaps necessary add that the Bank En- 
gland’s task estimating the position necessary 
preliminary the step forcing its view the market) 
means easy. Besides internal movements cash, 
which can quite erratic, international movements funds 
into and out London can obscure the situation the market. 

(24) These terms can influence the size the 
portfolio (bills plus bonds) held the discount house. This 
influence not important present, because the discount 
houses, making running profit bills, hold large 
total they can finance, while they are unwilling add 
their bonds (from fear future losses) and cannot afford 
accept the realisation present book losses selling bonds; 
the size their portfolios moreover limited relation 
their own capital resources, scale sanctioned the Bank 
England. the old conditions, movement rates (and 
particularly resort borrowing the Bank England’s 
penalty rate) could have big effects the discount 
portfolios, which then consisted commercial rather than 
government paper. 

(25) Mr. Henderson has pointed out me, the 
repercussion the assumed fall bond prices the markets 
for bonds and shares likely more complex, and the 
effects upon the volume deposits also more complex, than 
assumed the above paragraph. There have assumed that 
the bonds sold the banks are purchased the public 
exchange for deposits; but the fall stock exchange prices 
likely also cause firms who were about make issues 
share loan capital defer their issues, financing themselves 
meanwhile prolongation their borrowings from the banks. 
the extent that this happens (and there are other possible 
variants) the banks will effect have exchanged bonds for 
advances, among their assets, and the deposits will not fall; 
only when the firms succeed making their issues and repay- 
ing their bank advances will deposits fall. 
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market, which the Bank England must 
mop the market rate discount 
held its new level. The borrowing 
public may also affected change 
market rates interest both bill rates and 
rates charged bank advances overdraft 
rates »); the small extent that this occurs, 
rates further influence the total deposits. 

Thus the amount cash created 
Bank England passive element the 
situation, though the terms which 
made available can have repercussions the 
volume bank deposits. The system works 
not volume bank deposits and 
cash being determined desirable, but rather 
the authorities’ choosing structure 
interest rates and making the cash fit that 
structure (26). Their power over the cash 
position course the sanction that makes 
the enforcement given structure in- 
terest rates possible: this sense the tradi- 
tional analysis sound ever. 


Because always held very close 
per cent, the cash ratio goes virtually 
ignored most current discussions the 
banking position. The liquid assets ratio 
appears now regarded not the se- 
condary but the primary liquidity ratio; 
forcing this ratio down towards the 
critical per cent figure that the authorities 
have lately forced the banks reduce their 
total investments and advances. The next 
stage our must therefore reveal 
what circumstances tend raise depress 
the volume liquid assets held the banks; 
since the banks can always turn bills call 
money into cash, vice versa, their 
total bills and call money that have 
regard the crucial factor. (The distri- 
bution the total between bills and call 
money irrelevant for our purposes: call 


(26) This not one the eternal verities. There noth- 
ing but their own choice prevent the authorities from work- 
ing things the other way round: i.e. they could choose the cash 
base and total deposits and allow interest rates fit them- 
selves those quantities. far the authorities are now 
fixing the total Advances, they are limiting their freedom 
influence the structure interest rates. 


money simply represents bills held one 
remove). 

the liquid assets the banks are 
reduced, there must be: 


either (1) absorption Treasury bills 
and/or short bonds the public, repla- 
cement either matured bills formerly held 
the banks, bills bonds held 


the discount market; 


(2) use the authorities receipts 
from the public pay off Treasury bills 
and/or short bonds. 


Each these courses involves reduction 
bank deposits and the banks’ liquid assets 
equal absolute amounts, implying reduc- 
tion the ratio 

induce (1) the absorption short 
government paper the public the au- 
thorities can force the market rate dis- 
count Treasury bills and the yields 
short bonds, forcing the market into the 
Bank more frequently other hints 
the market. The relationship these short 
interest rates the bankers’ deposits rate 
the relevant factor here. Until 1954 the de- 
posit rate was little below the other short 
rates, and shifts from time deposits bills 
and bonds were unimportant; since 1954 the 
bill and bond rates have been seriously com- 
petitive with the deposit rate for temporarily 
idle funds large corporations. This me- 
chanism hinges, should noted, upon the 
bankers’ current agreement upon single de- 
posits rate that is, for good reason, sub- 
stantially below Bank Rate (27). 

For method (2) above net redemption 
Treasury bills and/or short bonds the 
authorities the authorities must some 
way obtain disposal deposits owned the 
public. They can achieve this running 
surplus current account (taxation ex- 
ceeding government expenditure), de- 
pleting gold foreign exchange reserve, 
selling long bonds the public. The first 


(27) The rate which the discount houses will discount 
good bills exchange must ordinarily below Bank Rate; 
this sets limit the extent which bank overdraft rates 
can above Bank Rate; and the banks must, order 


make their living, have sufficient margin between their. 


deposit rate and their overdraft rates. 
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and second these normally occur the 
result other government policies current 
policies taxation and expenditure, and the 
exchange rate decisions which will nor- 
mally taken without regard short-run 
effects upon the money market. The third 
course the funding National Debt 
can also followed for reasons independent 
short-run money market effects, but the 
inflationary world which live the ten- 
dency fund debt primarily for the pur- 
pose reducing the liquidity the economy. 

When deposits are any these ways 
put into the hands the authorities, the 
banks find their total liquid assets depleted 
the same amount their total deposit 
liabilities are reduced. Initially this fall 
liquid assets occurs through transfer from 
(i.e. government balances) the Bank 
England; but banks immediately redress the 
extraordinary scarcity cash operations 
the discount market, whereby the banks 
restore their per cent cash ratio. They 
so, however, the expense their propor- 
tions bills and call-money: the fall the 
total liquid assets the banks remains 
equal absolute amount the fall their 
deposit liabilities the public. The liquid- 
assets ratio thus reduced. 

When, the operation any these 
factors, the banks find their liquid-assets ratio 
reduced level regarded uncomfortably 
low, having regard the season the year, 
they have take steps redress the position 
reducing their investments and/or their 
advances. These operations themselves reduce 
the volume deposits. The upshot the 
efforts the authorities therefore mul- 
deposits: the reduction 
which occurs the authorities absorb depo- 
sits exchange for taxation liabilities, foreign 
exchange, bonds, and the secondary reduc- 
tion due the banks’ reactions the decline 
their liquid-assets ratio. the outset 
the ratio was already per cent, and 
the banks re-establish that ratio, the total 
fall deposits must (ignoring certain minor 
repercussions) equal ten-thirds the initial 
government surplus, depletion exchange 
reserves, sale bonds the public. 


summarise, may list the factors 
most directly relevant the determination 
the volume bank deposits: 


The level prices and the volume 
business activity. 


The public’s inclination hold cash. 


The public’s inclination use bank 
advances. 


The banks’ willingness make ad- 
vances (in the sense the standards they 
require borrowers). 


The banks’ willingness hold bonds. 


The banks’ ideas about the proper 
ratio liquid assets deposits. 

The banks’ ideas about their cash 
ratios. 


The public’s willingness hold bills 
and bonds. 


The government’s budgetary position. 


10. The government’s foreign-exchange 
policy and the resultant changes exchange 
reserves. 


11. The inclination the authorities 
fund unfund debt (strictly, lengthen 
shorten the average life outstanding dated 
securities). 


12. The authorities’ willingness create 
cash, and the price which they make the 
marginal requirements cash available. 


these factors, 10, and are all 
matter direct decision the authorities, 
though and normally, and sometimes, 
are settled reference circumstances other 
than effects upon the monetary situation. 
within the power the authorities act 
directly they have done ever since 
the war, and especially 1955-56; also 
within their power act directly 
they did 1951 and 1952. They can also 
decide they have done since 1945, and 
they are understood 1955-56. 

This leaves and the factors 
upon which the authorities cannot operate di- 
rectly; but all these, and sometimes and 
even well, are subject influence 
the structure interest rates, which the au- 
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thorities can influence number ways, 
especially their decisions (debt-fund- 
ing) and (Bank Rate and discount-market 
policy). influence not determine, and 
the authorities have accept in- 
dependence the determination prices, 
economic activity, public demand for liquid- 
ity, and on; the options open the 
authorities are limited such conditions. 
The authorities may choose the general level 
interest rates, and the structure rates, 
and the more effective their control over 
financial institutions, the wider their range 
options, particularly choosing structure 
interest rates. But making these choices 
they are depriving themselves the choice 
the level deposits and the maturity- 
distribution the government debt. 
natively, they may choose the level deposits 
and the maturity-distribution government 
debt and leave interest rates take care 
themselves. That the authorities can choose 
rates the supply money but 
cannot choose both independently each 
other, conclusion familiar enough and, 
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unlike the descriptive paragraphs this pa- 
per, one the eternal verities. 

Which they should choose which way 
they should work course another 
question. Mr. Newlyn has recently suggested 
that the important choice that the supply 
money, which means the total 
deposits plus cash circulation (28). There 
evidence that during 1955-56 the immediate 
objects choice have been certain level 
short interest rates and appreciable com- 
pression the total bank advances, leav- 
ing the total deposits, and perhaps also 
the levels longer interest rates, take 
care themselves. this limited sense the 
public rather than the authorities present 
chooses the volume bank deposits, but 
not useful sense, and the process certainly 
total deposits the public. 


(28) See his articles, The Credit Squeeze the Light 
Basic Principles, The Bankers’ Magazine Oct. and Nov, 
1955, London. 
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The French Money Market 


Definition the Money Market 
marché monétaire and hors 
banque “). 


The chief function the mo- 
ney market France enable the banks 
cover their cash requirements employ 
their excess liquid resources buying Go- 
vernment securities commercial bills from 
other banks lending other banks against 
such securities. 

The expression money market mar- 
ché monétaire relatively new, although 
for long time past the banks have dealt 
short-term money with each other. Before 
the 1914 war these dealings whole re- 
sulted the establishment marché 
hors banque which meant the inter-bank 
market outside the Bank France. Terrel 
and Lejeune, whose Traité des opérations 
commerciales was before the 
first world war the only French book 
banking matters (1), define the marché 
hors banque follows: the banks have 
come offset between themselves the 
pluses the supply over the demands for 
money reaching them, other words the 
surplus their resources over their lendings. 
Since their commercial bill holding, being 
rediscountable, the easiest their assets 
mobilise and transfer, their com- 
mercial bills which they use for the purpose 


such offsetting. The name marché hors 


private market given the 
whole such business taking place outside 
the Bank France 

This definition the marché hors ban- 
que would apply quite closely the pre- 
sent «marché regards the 
object view, namely the offsetting between 
banks the supply and demand for money. 


(1) Courcelle-Seneuil’s book Les opérations banque 
had been published 1852 and was beginning out 
date, despite successive revisions André Liesse. 


The difference comes the means used, these 
being much more varied for the 
marché monétaire money market than 
for the former «marché hors banque». There 
further difference inasmuch the mar- 
ché hors banque used have rate known 
the rate hors banque private rate (2), 
which was lower than the discount rate the 
Bank France. Since liberation the other 
hand the rates the money market have 
nearly always been higher than the official 
discount rate (3). 

The change the market’s name took 
place between 1928 and 1939. was due 
number reasons. the first place the 
marché hors banque had changed its cha- 
racter, having grown size while fresh types 
business were being done it. addition 
the authorities responsible for monetary policy 
wanted set Paris wide market for 
short-term money, not merely French but also 
international; and for this purpose the name 
money market was more suitable than the 
old marché hors banque 


Establishment the Money Market. 


till 1926 the marché hors banque 
worked the same lines before 1914. The 
business done took the form discounting 
bank acceptances and prime commercial bills; 


the bills discounted had bear first-class 
signatures, not less than certain 


(2) Writers before 1914 used say that movements 
the private rate rate hors banque entailed changes 
that the Central Bank. When the rate hors banque 
rose above the official rate the Central Bank would have 
raise the latter, but would lower when the rate hors 
banque was much below bank rate. 

(3) latest Report the Governor the Bank 
France has explicitly defined afresh the term marché hors 
banque According him this term means transactions 
the money market rate hors banque that say 
below bank rate, and regretted that there such 
market. shall revert this point Section 
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amount, and have least forty-five days 
run. The rate discount was generally 
1/8% below that the Bank 
France. The banks also used grant each 
other unsecured day-to-day loans, the lending 
bank giving the borrowing bank transfer 
order the Bank France, while the borr- 
ower would give the lender exchange 
transfer order dated the following day for the 
same amount plus interest. view the 
self-centred attitude the French banks these 
unsecured lendings never resulted creating 
large market. Some the big banks were 
principle unwilling ever borrowers, 
but lent within certain limits smaller insti- 
tutions which gravitated into their orbit. The 
result was form small one-way markets 
water-tight compartments. During the 1914 
war and after 1920 this market did grow 
some extent the result business Na- 
tional Defence Bonds, the form buying 
and selling them well pensions 
for days month (4). 

1926 the recovery the franc began. 
French money was brought home from abroad 
and foreign money was brought into France, 
being used first speculate rise the 
franc and afterwards the stock exchange. 
The result was glut money and fall 
bank rate from July, 1926 
January, 1931 (5). The rate 
for National Defence Bonds similarly fell 
from 5°% 13th April, 1927 
2gth June, 1932. The banks found them- 
selves holding large quantities hot money, 
while the drop rates caused some them 
take Government securities and carry 
them borrowing the money market. 
Thus bases were created which had never 
before existed for the business money 
market, and the authorities did all they 
could help become organised. 


(4) The pension securities consists two 
transactions, namely spot sale and forward purchase. 

(5) The rate hors banque fell the same proportion. 
During 1932 said the President the Banque Paris 
des Pays Bas the average market rate discount was 
This was the lowest rate not only 
since the war but also since long before 1914. The 1931 
rate, which was thought exceptionally low, had been 1.57%. 
1930 had been and 1929 Between 1889 
and 1913 varied between and 1.77% 


view developing the market 
day-to-day-loans, and avoiding payment 
tax the interest received, was decided 
that such loans should future take the form 
pensions against Defence Bonds and 
afterwards Treasury Bills. this made 
the business completely secure the lenders 
longer needed trouble about the stand- 
ing borrowers; and the market, previously 
separate compartments, became general. 
Next the Caisse des Dépéts Consignations, 
order support the market, granted 
the banks pensions for periods one 
three months rates which varied, for one- 
month’s money, between and below 
the rate which the bonds were issued. The 
rates thus charged the Caisse for pen- 
sions one and three months were slightly 
higher than those current the market. 
Thereafter the large banks established 1928 
rediscounting institution known the Com- 
pagnie Parisienne Réescompte under the 
aegis and with the full support the Bank 
France. first the new institution served 
go-between for the Bank France 
the latter’s buying bank acceptances the 
market for account foreign Central Banks. 
But the Compagnie Parisienne Réescompte 
soon came hold place its own the 
money market, acquiring large holding 
public securities wich put pension 
there, while also acting 
tween banks for similar business. addition 
the Bank France 1929 took some im- 
portant decisions designed enable the banks 
arrange their cash positions more easily. 
Under its scheme discount allowed 
the banks present bills large amount 
for discount p.m.; and under its 
scheme granted the banks seven-day 
pensions against bank acceptances com- 
mercial origin and based proper conside- 
ration. These two facilities, which greatly 
helped the banks, were afterwards replaced 
others. When the money market became 
wider, the scheme was dropped; and 
scheme was replaced one under 
which the banks were allowed take pen- 
sions against eligible bills their 
discount ceilings bank rate plus 

These various arrangements encouraged 
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many banks build large holding 
Government securities which they carried 
the money market, making their profit 
through the difference between the interest 
they earned the securities and what they 
paid for borrowing, well through arbi- 
trage deals and other buying and selling. 

Still, the money market could not con- 
tinue its expansion unless had stand-by 
case money became tighter. There was 
course such support the shape the 
pensions days, one month and three 
months which, have seen, the Caisse 
des Consignations granted against 
Defence Bonds. But the banks were not sure 
that case monetary crisis the Caisse 
would give all the loans they wanted. Borr- 
owing from moreover entailed certain 
amount red tape. And the Caisse lent 
only against National Defence Bonds, not 
against the Treasury Bills which were brought 
out the end 1932. With view there- 
fore helping both the money market and 
the placing Treasury Bills more elastic 
method had found, and the task 
handling the matter had given the 
Bank France, which was after all respons- 
ible for looking after the money market. 

was Mr. Tannery who had started the 
system loans against National Defence 
Bonds when was charge the Caisse 
appointed Governor the Bank France 
took steps enable the money market 
mobilise Government securities quickly and 
for brief periods. Hence the introduction 
February, 1935 the system loans for 
five thirty days public securities having 
less than two years run, the rate charged 
being general the bank rate. ceiling 
was fixed for each bank; and thus the banks 
could operate with easy minds, knowing how 
much help the Bank France could give 
them. the same time the Bank France 
decided discount Treasury Bills less than 
days, whereas previously had discounted 
only National Defence Bonds. 

These measures were severely criticised 
some the Regents the Bank France, 
who saw them the seeds inflation and 
monetary misfortunes. 


Some violent economic and political crises 
certainly did hit the Paris market from 1935 
onwards. The arrangement for thirty-day ad- 
vances then enabled the market, without red 
tape trouble, obtain the necessary cash 
time against National Defence Bonds and 
Treasury Bills. 

way completing this work orga- 
nisation Decree Law 1938 authorised the 
Bank France buy negotiable short-term 
public securities and rediscountable private 
bills, within the limits and the terms 
fixed the General Council, and resell 
such securities and bills without endorsing 
them. The Decree Law stated that the object 
these transactions would act upon 
the volume credit and regulate the 
money market (6). 

The introduction open market ope- 
rations was badly received. People who 
theory favoured open market policy expressed 
the fear that would used cloak borr- 
owing the Government from the Bank 
France, and would give rise inflation. 
These fears turned out largely ground- 
less, since the amount the securities and 
bills which the Bank took this way never 
reached more than small percentage the 
money supply. 

Between 1929 and 1938 some further re- 
discount companies were set up, and their 
operations widened the money market. Thus 
the Banque Paris, Lazards and Morgans 
set the Caisse Générale Réescompte. 
The Banque d’Escompte was established 
private interests; and the Banque Gérance 
Mobiliére, which used manage the funds 
the Bank Algeria, was bought the 
Union des Mines during the occupation pe- 
riod. Two more rediscount companies were 
also set during the occupation. One was 
founded the Schneider group’s Banque des 
Pays Nord, and was afterwards absorbed 
the Union Européenne and Worms Cie. 
This was the Société Privée Réescompte (7). 
The other, the Union d’Escompte, was esta- 


(6) This Decree Law introduced into France the open 
market operations which had been use for many years 
Great Britain, the United States and Germany. 

(7) Afterwards this firm was bought the group 
controlling the Caisse Générale Réescompte. 
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blished the Société Gaz Lebon and the 
Chantiers Ateliers St. Nazaire. 

from 1st May, 1945 the Bank France 
Bons Trésor. Thenceforth the Treasury 
Bills which banks bought took 
scription were represented longer phy- 
sical securities but current account entries 
the books the new Caisse. There 
fact two kinds Treasury Bills. One 
kind are the bills current account held 
the banks; the others are the bills 
vignettes also called «on which 
belong private individuals companies. 
The starting this current account system 
greatly helped the banks removing the 
risk theft and simplifying their work. 
Later course, when minimum limit for 
the banks’ holdings Treasury Bills was 
introduced, the system enabled the Control 
Commission check from day day that 
the limit (the so-called plancher was 
being maintained. 

The functions the Caisse des Dépéts 
Virements were extended 1947 in- 
clude acceptances the Crédit National. 

Since this last decision further change 
has been made the structure the money 
market. Let now consider further 
detail. 


Structure the Money Market. 


The structure the money market 
formed the following four elements: 


(a) The Bank Brokers. 


These act intermediaries between the 
various banks, and also between banks and 
rediscount companies. There obligation 
use their services, and much the business 
the money market done without their 
taking part. They are number, and are 
grouped two syndicates. 

They take brokerage per 
annum the and also deal 
foreign exchange. 


(b) The Rediscount Companies. 


have already indicated, the rediscount 
companies specialise money 


ness, that subscriptions new issues and 
buying, selling and lending against public 
and private securities and bills. The bank- 
ing laws 13th and June, 1941 divided 
credit transactions into two classes. Lendings 
out deposits are the preserve the banks, 
while loans out moneys borrowed for pe- 
riods more than two years may granted 
institutions which, before the 
enactment these banking laws, were called 
banks too. The Comité Permanent d’Orga- 
nisation Professionnelle refused allow the 
rediscount companies describe themselves 
banks. They were accordingly classified 
financial institutions, and therefore could not 
take deposits. 1945 however was made 
possible for them register themselves 
banks. Some them were fact permitted 
so; but the amount their deposits 
was fixed very low figure pre- 
vent them from competing with the ordi- 
nary banks. Others were refused registration. 
Others again preferred continue calling 
themselves financial institutions, doubtless 
order avoid being supervised the Con- 
trol Commission and having publish 
the official bulletin periodical statements 
their position required law. 

The present position thus that the 
following are classed banks: the Com- 
pagnie Parisienne Réescompte; the Banque 
d’Escompte; and the Union d’Escompte. 

The following are classed financial insti- 
tutions: the Caisse Centrale 
the Société Parisienne Réescompte; and 
the Caisse Gestion Mobiliére, formerly the 
Banque Gérance Mobiliére. 

Only the balance sheets and returns 
the banks are published, while those 
financial institutions are not. 
fore give figures only for half the rediscount 
houses. The capital, reserves and balance sheet 
totals these were follows 31st Decem- 


(Millions francs) 


= Balance 

Total 
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will once seen that there cer- 
tain maladjustment between the capital re- 
sources these firms and their balance sheet 
totals. This however not dangerous view 
the business which they do. 

The combined balance sheet for these three 
rediscount houses given the compilation 
Bilans des Banques published the Con- 
trol Commission, follows: 


(In millions francs 31st December, 1954) 


ASSETS 
Secured advances 808 
Securities 270 
96,570 
Bills discounted and circulation. 


From this combined balance sheet will 
seen that the 31st December 1954 the 
three rediscount houses had granted billion 
francs (8) pensions their capacity 
intermediaries; that they held billion pu- 
blic private securities bills, which they 


were carrying the market; and that they 
had discounted the Bank France 
elsewhere about billion francs bank ac- 
ceptances commercial bills the Treasury 
Bills discounted not being included this 
total because they were circulating without 
the rediscount houses’ endorsement. 
ing these figures one ought arrive the 
approximate position all the rediscount 
houses together, thus: 


Pensions granted them 


Carried the money market 


Since the same date the banks were 
holding 2,000 billion public private 
securities and bills, part which would not 
mobilisable, one may say that the redis- 
count houses fair business the money 
market. 

The principle which the rediscount 
houses work carry for certain period, 
borrowing short-term money the mar- 
ket, public securities which have certain 
period run. The result that the redis- 
count houses have large holding public 
securities against which they borrow (through 
pensions either from day day 
longer periods. The first source their profit 
the difference between the interest which 
they receive and that which they pay. The 
second source arbitrage deals their hold- 
ings; and the third the difference interest 
rates when they are acting simply del cre- 
dere agents, for instance borrowing mone 
and promptly relending it. the market be- 
comes tight the rediscount houses can sell 
the Bank France their public securities 
less than days, and within their limit for 
30-day advances they can borrow there against 
their public securities having less than two 
years run. The Bank France fact 
acts for them safety-valve. 

The same operations can course done 
all banks, and fact all banks them 
more less. The rediscount houses differ 
being able work only the money 
market; and the Bank France favours them 
letting them run substantial amount 
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30-day advances, and passing through them 
its open market operations. follows that 
for money market business the rediscount 
houses are better position than the ordi- 
nary banks. 

The rediscount houses have four functions. 
First they act intermediaries between the 
lending and borrowing banks. Some the 
banks not want let the others know 
whether they are borrowers lenders the 
market. using rediscount house go- 
between they can remain anonymous. Thus 
the rediscount houses are reservoirs money, 
always well supplied, into which the banks 
can put money from which they can draw 
off. 

Next the rediscount houses run large 
holding public securities which they pro- 
vide collateral for lenders money. 
addition they even out the money market 
constant arbitrage between maturity dates. 
And finally they act for 
the Bank France its money market 
operations. 

quote the words the report one 
the rediscount houses, The growth 
discount business and Treasury Bill arbitrage 
helping establish body rates, mak- 
ing easier sell and place public 
securities 

«We believe», says another them, «that 
may regard ourselves one the redis- 
count companies most constantly found the 
market providing the counterpart supply 
and demand all circumstances». 

The business the rediscount houses 
depends certain degree factors outside 
them: for instance the large banks which 
provide them with money, and the Bank 
France which fixes the maximum limit 
for their 30-day advances and for their open 
market pensions 


(c) Advances days (9). 
have already pointed out that these 


advances are essential the market. The 


(9) Before the form the Bank France return was 
changed 5th January, 1950 this item was called Advances 
not more than days public securities running for not 
over two years». clearly indicated the nature the 
transactions which the item covered. For the sake brevity 
the title was changed Advances days 


minimum period for them actually five 
days, because the Bank France must not 
intervene directly the market for day-to-day 
money, and penalises banks which ask 
for loans for single day that they shall 
ask for such advances only the last resort. 
The maximum limit thirty days was im- 
posed the banks prevent them from 
using such advances for carrying their Tre- 
asury Bills. may however pointed out 
that there nothing prevent bank, when 
its advance expires, from bringing further 
bills security for fresh advance. The 
public securities admitted collateral are 
Treasury Bills, and since 1940 acceptances 
the Crédit National (10), although such 
acceptances are going out use. will 
shown Section the amount the 
30-day advances relatively small. Apart 
from rare occasions always has been. Trans- 
actions this kind fact play their part 
safety-valve, and normally the banks avoid 
resorting them even though the rate charg- 
general lower than that charged be- 
tween banks. specially fixed the 
Bank France, being usually the same 
bank rate. Sometimes has been fixed 
lower order avoid raising the rate for 
Treasury Bills, since the rate for 30-day ad- 
vances has below the Treasury Bill rate 
ensure proper working the money 
market. 


(d) Open Market Operations. 


have already said that open market 
operations were started France 1938. 
point fact the Bank France did not 
wait for the Decree Law June, 1938 before 
acting regulate the money market. was 
however able act only using certain 
funds, that its interventions were limited 
extent and rather precarious. Nor did they 
appear the weekly return. The Decree 
Law June, 1938 provided proper basis 
for these operations, and for their entry 


(10) The Law 22nd December, 1940 laid down that 
public expenditure was met partly acceptances the 
Crédit National one year proportion which was several 
times varied. The Decree January, 1955 abolished this 
provision; and consequently the Crédit National’s acceptances, 
which are similar public securities, are course disap- 
pearing. 
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the weekly bank return under the heading 
Negotiable bills purchased France 
discount and advance business the Cen- 
tral Bank acts passively anvil, while the 
banks are the hammer. the open market 
the other hand the Central Bank becomes 
active, taking the hammer from the banks. 
France however the principles open 
market policy were wrongly applied from 
the outset. The Bank France allowed 
the banks quota three-month pensions 
taken against Treasury Bills the open 
market, which amounted handing the ham- 
mer back them. The banks used this facil- 
ity carry part their Treasury Bill holding 
the Central Bank favourable terms. This 
practice lasted until 1944. Afterwards how- 
ever the true open market policy was falsified 
other ways. For various reasons the Bank 
France decided that would longer 
discount Treasury Bills and Crédit National 
acceptances three months, but that these 
should its Money Market Department. 
The Bank France also gave the banks 
certain right obtain short-term pensions 
from that Department against bank acceptan- 
ces well against acceptances uncondi- 
tional guarantees the Caisse des Marchés. 
1951 again recognised this right, making 
subject upper limit and the same 
time declaring its readiness take from the 
Money Market Department outside the ceil- 
any acceptances for mobilising foreign 
trade transactions due liquidated within 
six months. The bank item Negotiable bills 
purchased France therefore covers highly 
varied and dissimilar transactions (11), includ- 
ing the open market operations, the amount 
which thus remains unknown the public. 
The Governor the Bank France indi- 
rectly deprecated these practices, although 
somewhat ambiguous manner, when 
wrote his last Report: The need 
cover its deficit has also caused the Treasury 


(11) These also include certain disguised borrowings the 
Government from the Bank France. The last 
quarterly repayment billion francs the Bank 16th 
September, 1955 was made out subscriptions the natio- 
nalised banks Treasury Bills, which were afterwards taken 
the Bank France open market. This transaction was 
similar the one 1924 which caused the most violent 
reproaches heaped the then Governor the Bank 
Mr. Georges Robineau. 


issue bonds tap, giving net yields higher 
than what costs the banks mobilise them. 
Such issues encourage the banks borrow 
the Bank France, least remain 
indebted there, more than they need for 
maintaining strictly their 
public securities. This fact, coupled with 
the Bank’s legal obligation buy Treasury 
Bills offered more than three 
months, limits our possibilities mano- 
euvre 

However that may be, open market ope- 
rations have done good deal even out 
the extremes supply and demand the 
money market, thus giving certain stability 
the market for short-term funds. The rates 
for money that market are governed 
the marginal principle. for instance 
any given moment some hundreds mil- 
lions can change hands but demand 
for some tens millions not met and the 
would-be borrower has offer 314%, then 
the latter rate will prevail. That what 
was constantly happening before the 1939 
war the money market, when open market 
operations had not yet been introduced into 
France. 

should mentioned that the operations 
the Bank France are not very large 
amount. Knowledge that the Central Bank 
small extent, enough bring the 
market heel and restore its balance. 


Securities dealt with the Money Market. 


Before 1914 the marché hors banque 
worked with private bills, that with accep- 
tances banks first-class industrial 
commercial firms. From 1940 1952 
the other hand the money market worked 
almost entirely with public securities. The 
following are the principal securities which 
dealings take place the money market: 


(1) Treasury Bills (12). These are two- 
year bills carrying interest issued 
free commission for the current account 


(12) December, 1954, Treasury Bills and Crédit National 
acceptances together reached total 2,062 billion francs, 
36.6% the entire public debt, against December, 
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bills and subject commission 0.40% 
for the bills vignettes taken private 
subscribers. The price subscription re- 
ckoned 715 days and the real rate, after 
allowance for the Bank France rediscount- 
ing the bills when they have three months 
left run, works out 3.80%. Recently 
the Treasury, when needed fresh funds for 
few days, issued six-month bills bearing 
3.20% interest, and there talk further 
similar issue the close the year. 

(2) Bills issued the State Railways 
Company, the S.N.C.F. They run for 
days, months, months and one year. 


(3) Commercial bills, including bank ac- 
ceptances. Loans against them pensions 
are made schedules; that say the bills 
are not physically delivered the lender, but 
are held for his account the borrower. 


(4) Bills originating from sales for which 
credits are arranged. Here again the deal 


takes place without physical delivery. 


The pensions are made from day 
day with notice advance for fixed periods 
days, one month, and three months. 
The sales credit terms are for period 
six months, are arranged more 
complicated manner (13). 

Only the Treasury Bills are actually sold, 
the other securities and bills being dealt 
merely with pension operations. Trans- 
actions renewable bills the Caisse des 
unconditional conditional guarantees, are 
rare. 


1938. Out the total the banks held 532 billion, the Bank 
France 220 billion, various public institutions including the 
Caisse des Consignations 462 billion and the public 
848 billion, this latter amount constituting the real floating 
debt. 31st July, 1955 Treasury Bills amounted 2,140 
billion, the entire debt. 

(13) Recently some minor changes have been made 
transactions this type. The financing institution sells its 
bills originating from instalment sales bank, which 
however delivers representation these bills day 
bill which payable order and renewable. The bank 
then refinances the bill through the pension system sells 
the money market rate varying rom 4%. 
The banks handle only bills that can rediscounted the 
Bank France when they are not renewable, when the 
customer must pay within days. These bills must drawn 
exclusively for the following articles: automobiles, industrial 
and agricultural equipment, household goods, motor-cycles and 
scooters, bicycles and motorized bicycles, furniture, pianos, and 
heating equipment. 


Many the sales Treasury Bills are 
arbitrage transactions. The amount day- 
to-day pensions against Treasury Bills 
greater than against other securities, while 
the opposite the case regards pen- 
sions for different periods. Most the 
business done through brokers. 

The Bank France acts through the 
rediscount houses, lending rule against 
Treasury Bills. The Caisse des 
Consignations also almost always the 
market, where grants pensions for pe- 
riods days. The rate for its pen- 
sions course above that charged the 
Bank France, being present 


Course the Money Market since Libe- 
ration. 


During the occupation, bank lendings 
had almost ceased, the banks’ money found 
its way into short-term Treasury securities. 
There was accordingly great deal busi- 
ness the money market, based entirely 
Treasury Bills and acceptances the Crédit 
National. Money was plentiful, and rates for 
were tending downwards; and this enabled 
the banks earn substantial profits taking 
large holdings Treasury securities which 
they carried the money market. 

The position the money market chang- 
when the large banks, which had been 
providing with day-to-day loans, were natio- 
nalised. Not only did they then cease putting 
money into the market, for reasons which are 
outside the scope this article, but addi- 
tion they began take the available funds 
off the market rates higher than those 
offered other borrowers. This reduction 
the flow money into the money market 
coincided with increase the demand for 
bank loans the part industry, which 
after the liberation needed repair and 
modernise its plants. Besides this the uncert- 
ainty about the currency prevented normal 
formation bank deposits. Thus banks 
found their resources declining while the 
need for them was rising. This shortage 
funds course hampered the working 
the money market, which might well have 
dried the Bank France and the 
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Caisse des Dépéts Consignations had not 
provided with the necessary resources 
various ways. 

October, 1951, after the Bank France 
had decided grant the banks 8-day pen- 
sions the penal rate bank rate plus 
this led the formation regular 
market day-to-day loans against commer- 
cial bills the kind which had not been 
customary Paris since 1939. the course 
1952 market was also established 
for long periods against bills 
originating from sales for which medium 
term credits are stipulated. 

The table below (14) shows the movement 
two items the Bank France return 
which reflect the help given the money 
«Bills purchased They are shown 
relation two other items the return, 
namely Notes circulation» and Bill 
holding 


6th 
January, October 


1955 


Percentage 


change 


(Millions francs) 
Bills purchased 


certain extent the items Advances 
represent not active intervention the Cen- 
tral Bank the money market but recourse 


banks the Central Bank with the effect 


supporting that market. Actual open mar- 
ket operations the moment represent only 
about one-tenth the item Bills purchased 


(14) should have liked give basis comparison 
further back than 5th January, 1950. Unfortunately 
impossible, because the return for that date the oldest 
which the item Negotiable bills purchased can 
compared with that the current returns. Before 5th 
January, 1950 the public securities less than days di- 
scounted the Central Bank appeared the item Port- 
folio whereas after that date they are shown the item 
Negotiable bills purchased France 
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France That having been said, may 
remarked that one the items repre- 
senting transactions the Bank France 
relating the money market, namely the 
Advances days», dropped 24%; 
and the second such item, namely the Bills 
purchased France rose while 
the Bill holding went and 
figures themselves show that the work- 
ing the money market affects the position 
the Central Bank only very moderate 
degree. 


The Problem Rates. 


principle the money market must ope- 
rate rate lower than that the Bank 
France because what does arrange 
day-to-day loans and, theoretically, find 
employment for cash surpluses which but 
for the money market would remain unused. 
But the money market operate 
this manner must not currently used 
the banks means procuring the 
funds which they need for their business. The 
whole question rates the market do- 
minated this change, since the liberation, 
the function which directed. Basi- 
cally the money market suffering from the 
shortage bank deposits, with which dealt 
the previous article this Review (15). 
also suffering from the inroads that 
market the Treasury, which constantly 
issuing increasing amounts Treasury Bills 
cover the Government’s persistent budget 
deficit. 

During the occupation the money market 
rate was below bank rate. 1943, when the 
market rate remained for some time close 
that the Bank France, this was 
described abnormal certain observers. 

August, 1945 the rate the money 
market rose above that the Bank France, 
which was The Bank then intervened 
offering day-to-day money the market 
tried control the use made 
its loans, because did not want them 


(15) Competition among Banks France and the Fixing 
their Rates, June 1955, No. 33, ff. 
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used for supporting speculation dif- 
ferences interest rates. Accordingly the 
Bank withdrew from the market from time 
time. was not however able inter- 
vene this way for very long, and the 
money market rate soon began exceed that 
the Bank. The immense amounts ca- 
pital required for industry began taken 
from the funds which were temporarily placed 
the disposal the money market. 
addition these demands there were still 
greater demands from the Treasury. The 
Caisse des Marchés, which received accep- 
tances the Crédit National, offered these 
acceptances the market large amounts 
and thereby helped depress it. 

There doubt that the stability 
the currency and prices would have improved 
market conditions from 1952 onwards but 
for the fact that all the banks started great 
speculation Treasury Bills. Thinking that 
the rates for these would fall, they bought 
large amounts them and carried them 
the money market. This speculation died 
down the beginning 1955, when the 
Bank France lowered its rate while 
that for Treasury Bills was also reduced. 
Since the Crédit National ceased the same 
time give acceptances, the position 
regard money market rates became defi- 
nitely better. During the second half 1955 
they remained general below equal 
bank rate. 

The problem the money market rate 
was raised the 1955 Report the Bank 
France, where the following appeared: 

Although large part the fresh liquid 
funds needed had its counterpart the in- 
crease the exchange reserves, the Bank 
France had give further direct 
indirect help the money market. This year 
again the size the demand for money 
emanating from business, from the Treasury 
and from the public enterprises has delayed 
the formation marché hors banque”, 
which money would change hands rates 
below bank rate when the banks were for 
the moment funds 

Thus the Governor the Bank France 
takes the view that the demand for money 
the part business, the Treasury and 


public enterprises was the determining cause 
the high rate prevailing the money 
market. doubt those factors were 
prime importance; but, have several 
times stated, the position was not due 
them alone. similar situation had arisen 
more than once between the two wars, for 
instance the period from 1920 1926; 
and yet the rate the marché hors ban- 
que» had always been below the official 
rate. But that time the market was sup- 
plied with funds the large banks, whereas 
now those banks obtain money there square 
their cash position. doubt this change 
their relation the market largely due 
the inadequacy their deposits relation 
their greater needs compared with those 
between the wars. The position that re- 
spect has appeared improve this year, and 
the money market rate has ranged around 
bank rate. this improvement continues the 
money market rate, apart from temporary 
fluctuations, will drop permanently below the 
official rate. 

Some people think that order esta- 
blish normal rate the money market the 
Bank France will have stop rediscount- 
ing current-account Treasury Bills, that 
say those taken banks, when within 
days maturity. This would produce two 
results. First would make the Treasury 
Bills less attractive the banks, and conse- 
quently would prevent them from running 
them the money market extent 
which burdens the latter; and secondly 
would enable the Bank France inter- 
vene more the market, because would 
relieve the Bank the large amount 
Treasury Bills contained the item Bills 
purchased This proposal how- 
ever can only described impracticable, 
because obviously the Treasury will oppose 
any step which would result reducing 
subscriptions its bills. 


Conclusion. 


Like all things human, the working 
the money market has often given rise 
criticism. 

One reproach that the main object 
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the money market find home for the 
floating debt. That partly true; but the 
same reproach might addressed the 
principal money markets foreign coun- 
tries also. point fact large part 
the improvements which were made the 
money market between the two wars were 
designed establish and promote 
market Treasury Bills. There more 
truth the reproach that the money market 
helps banks speculate movements the 
Treasury Bill rate, and that this tends raise 
rates the market. Some critics have claim- 
that the market worked badly because 
posed the banks, and that these constraints 
would have removed order restore 
the market’s freedom. These views are uto- 
pian. The planchers and plafonds are 
the weapons used for controlling credit; and 
not clear the moment how the mo- 
netary authorities could without them, 
what they would put their place. Finally 
there has been criticism the Bank Fran- 


(16) Planchers minimum holdings Treasury secu- 
rities; i.e. established for recourse 
the Bank Issue. 


ce’s actions the market, which have been 
described timid and ineffective; but open 
market operations were not introduced 
order enable the banks take impru- 
dent position, even Treasury Bills, 
help them undo those positions with ad- 
vantage themselves. good for the 
health the market that speculations this 
kind may result losses. might indeed 
preferable for the Bank France 
relieved the obligation provide funds 
the open market present does. That 
would enable the Bank act with more 
power and more effect. But, have already 
said, this could done only the cost 
prejudicing Treasury Bills, and therefore 
inconceivable that such changes can made 
for long time come. 

The money market not market 
vacuum, depending solely factors peculiar 
itself, which can altered without affect- 
ing other branches the country’s economy. 
must subordinate the national policy 
financial and monetary matters; indeed 
the slightest manifestations that policy may 
affect it. 


Structural Changes German Bank Balance Sheets 


Currency Changes the Main Cause. 


The main lines the banks’ balance 
sheets usually remain the whole stable 
long the currency stable. all events 
the changes which occur during periods 
stable currency are not revolutionary. But 
the currency situation fundamentally alters, 
the balance sheets banks promptly reflect 
this certain shifts emphasis: not only 
nor even principally through expansion 
contraction the figures, but also and more 
particularly through shift the relation- 
ships which the individual items stand 
each other. There will for example 
change the ratio between the discounts 
and the advances, that between the 
advances and the deposits. There may also 
large movements the relationship be- 
tween real estate (including bank premises) 
and participations the one hand and the 
capital resources the other. All these 
structural changes either occur suddenly, for 
example after currency reform, else they 
take place gradually the course per- 
sistent deterioration the currency. both 
cases they may produce effects for period 
years even decades. 

Germany during the last two decades 
there was first slow change the struc- 
ture bank balance sheets before and during 
the second world war, with liquidity increas- 
ing the form growth the secondary 
liquid assets through the taking Treasury 
bills and short-term non-interest-bearing 
curities the Government (Schatzanwei- 
sungen). After the war the 1948 currency 
reform abruptly changed the structure. 
the first place cancelled out the gradual 
changes which had taken place above; 
and the second place created new 
structural forms which their turn diver- 
ged from the normal line. The rest this 


article will deal more less exclusively 
with this second set structural changes, 
since the first set are hardly producing real 
effects any longer. The first set moreover 
were not kind peculiar Germany. 
Similar changes took place other countries 
too, and are still factor importance 
there even now. The best known case 
that bank balance sheets the United 
States, where the public debt has grown 
very large size, and has not only become 
the chief determining factor the money 
and capital markets but has also set its mark 
the balance sheets banks. 

Bank balance sheets may show structural 
changes which obviously have nothing 
with currency reforms alteration the 
currency. There were several 
ween 1870 and the first world war. The ratio 
the capital the balance sheet total drop- 
ped during this period from Al- 
ready that time this movement was correla- 
ted with the rapid rise deposits, with which 
the increases the capital did not keep up. 
Similarly the advances dropped from between 
40% and 50% between 20% and 30% 
the total balance sheet. parallel but 
converse movement the commercial bills and 
Treasury Bills rose from some that 
total between and and later, 
during and after the first world war, 
much this latter rise have 
evidence the growth spurious liquidity 
which always occurs times war and 
inflation; other words, this was the rot 
the currency setting in. 

One sees with special clarity the effect 
the first currency reform 1924 the break 
the trend the Deutsche Bank’s balance 
sheet structure. 1920 the advances were 
down low the total assets, but 
1924 they jumped 30%-40%, and 
later still higher, while the discounts dropped 


‘ 
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from around 20%. Then, when the 
second world war impended and eventually 
ran its course, find the discounts and 
advances again moving precisely the same 
way the time the first world war. 
There have also been structural changes 
German bank balance sheets during the 
latest chapter the story, that since 1948. 
Some these movements have little 
with the 1948 currency reform, even though 
they may all said have been ultimately 
due the shortage bank capital and reser- 
ves caused that reform, the weak- 
ness the capital market. Among the struc- 
tural changes this kind, which originated 
especially between and 1952 and are 
connected with the currency reform only 
limited measure, one may for instance mention 
the growth long-term the in- 
crease inter-bank indebtedness, the rela- 
tively large rise the savings deposits. 


Shrinkage Capital and Reserves. 


The central feature the structural chan- 
German bank balance sheets since the 
currency reform 1948 the absolute and 
relative decrease the capital resources, caus- 
the assets result the monetary laws. 
the present time efforts are still being 
made alleviate some extent the effect 
this drastic reduction the capital funds. 
The trouble that the cut the capital and 
reserves relation the alien funds does 
not amount single incised wound which 
can put right single surgical proce- 
dure; instead, persistent loss blood 
that going on. other words, after the 
currency reform the banks were forced 
draw balance sheets showing the capital 
and reserves very low level; but the 
time when these opening balance sheets 
were published the funds depositors the 
banks’ hands were also small. Since then 
these deposits have risen quite fast without 
the growth capital resources having 
most cases kept pace with that movement. 
The inevitable result has been that, despite 
some increases capital during the period 
since 1948, the relationship between capital 


resources and alien funds the banks’ ba- 
lance sheets has not become better but has 
the contrary grown steadily worse. 

The trends have however not been the 
same all cases. There are some banks 
which now have not less but more capital 
and reserves relation their deposits than 
the opening balance sheet for 1948. 
This turn due the fact that the basic 
legislation has been amended, inasmuch 
some banks were subsequently permitted 
draw their post-currency reform earnings 
order replenish their capital resources 
some extent. This will discussed later 
connection with what are called the glo- 
bal value Other banks, and 
particular the nine successors the former 
big three with head offices Berlin, have 
had the benefit certain relief accorded 
law: that say, they were allowed 
their opening balance sheets (which had 
drawn show the position late 
date 1st January, 1952) have the ad- 
vantage the rise security prices that 
had taken place then. They 
mitted enter the securities considerably 
higher value than that which they had 
stood the balance sheets the Berlin head 
offices from which they came, without being 
compelled pay full taxes the gains 
value. The help which this gave the suc- 
cessor banks however did not last long. 
present particularly these institutions 
that the ratio the capital and reserves 
the alien funds unsatisfactory. There 
however exception the case the 
Berliner Handelsgesellschaft, now Frank- 
the end 1954 this bank, 
formerly the fifth the big Berlin banks, 
showed capital and reserves equal nearly 
sheet total. There are also some banks 
public character with relatively large capital 
funds. 

The naming these ratios shows that 
the present time proportion more than 
the balance sheet total, nearly 
the deposits, felt exceptionally high. 
most cases the corresponding ratios are 
probably below the case the de- 
posits and below 4°% that the balance 
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sheet total. one compares this with the fact 
that late 1913 the capital and reserves 
the large Berlin banks amounted 24.13% 
their alien funds, the scope this first and 
most significant structural change the ba- 
lance sheets the German banks becomes 
obvious. 

known, bank capital further en- 
larged internal reserves which every bank 
takes care accumulate. Germany par- 
ticular the internal reserves many banks 
used the past exceed those published. 
But the 1948 opening balance sheets 
the German banks cannot have contained any 
undisclosed reserves, for the simple reason that 
the banks’ liabilities were much larger than 
the remaining assets all along the line. There 
was big gap which had made good 
through help provided the Government. 
Without that help the banks would not have 
been able show any capital reserves 
all their opening balance sheets. 
other words, with certain exceptions, they 
could not have been kept alive. true 
that the wide gap the statements posi- 
tion the time the currency reform arose 
more less exclusively because the German 
banks’ principal assets had been Treasury bills, 
Treasury Bonds other claims the Govern- 
ment which were cancelled the monetary 
legislation. therefore the Government’s help 
connection with the currency reform did 
enable the banks show some capital funds, 
even though abnormally small size, this 
was something the nature small re- 
compense for the sacrifices which the banks 
had been made incur for the benefit 
the Government during period armament 
and war. 


The Bottleneck Liquidity since 1948. 


The balance sheets the German banks 
reflect their lack capital resources 
number ways. far have mentioned 
only the ratio the capital and reserves 
the deposits the balance sheet total. But 
that merely the reflection which can 
seen even observers who have not much 
practice the study relationships between 
bank balance sheet items. Apart from that 
there are number more detailed criteria 


which also provide bases for measuring the 
structural changes that have taken place 
German bank balance sheets. From among 
these let take two, namely the amount 
the acceptances the one hand, the book 
value the real estate, buildings, office fur- 
niture and equipment the other. 


(a) Acceptances. 


Since the currency reform bank acceptan- 
ces have had important function the 
German economy. They are the instrument 
which people have been able procure 
working funds again period during 
which liquid resources had largely disappear- 
ed, that the use these working funds 
has enabled them second stage start 
rebuilding their own capital resources. True, 
this increased use the bank acceptance has 
not conformed well with sound principles 
banking policy. Acceptances are normally the 
most dangerous liabilities because they are 
sense due demand, and for the sake 
its standing bank can afford disho- 
its own acceptance. For this reason 
acceptance liabilities exceeding the total capital 
resources amount sheer monstrosity. 
course acceptances even that size may 
certain circumstances justifiable provided 
that the state affairs merely temporary, 
since every bank has the power case 
need draw and mobilise resources other 
than its own reserves. the German bank 
balance sheets since the currency reform, how- 
ever, the liabilities acceptances exceeded 
the capital and reserves not merely more 
less trifling margin, but several times over. 
The Central Bank Council the Bank Deuts- 
cher Lander, which the highest authority 
credit policy the German Federal Re- 
public, adopted new expedient early 
stage order help towards restoring nor- 
mal relationships between items bank ba- 
lance sheets after the currency reform. laid 
down certain guiding principles regard 
credits, setting limits beyond which bank 
could not without incurring censure and 
sanctions. These guiding principles related 
the ratio between credit institutions’ lendings 
the one hand and their capital resources 
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the other, other cases the ratio be- 
tween the total liquid resources and the alien 
funds. Special attention was paid the accep- 
tances. Significantly enough, the rule origi- 
nally laid down for these was that the total 
the acceptances should not exceed seven 
times the capital and reserves. Even now the 
limit still three times these latter, although 
only the funds procured thereby serve di- 
rectly finance foreign trade harvesting; 
otherwise the acceptances and drawings 
debtors together must now not exceed the 
total capital resources. 

the whole must said that the 
structural change consisting inflation 
the volume acceptances now almost 
thing the past. Not only have matters 
that respect now returned normal, 
but the pendulum has even swung the other 
way. result the repeated public refe- 
rences the danger high liabilities 
acceptances many banks have now gone 
the other extreme showing, far pos- 
sible, acceptance liabilities all their 
balance sheets. True, they still give accept- 
ances; but they their best have the 
whole these their own hands the 
balance sheet date. This might well 
regarded showing over-anxiety because the 
bank acceptance, itself, not objectionable 
means providing funds. earlier 
times indeed the Privatdiskont prime 
bank acceptance was important item 
the German money market, and was favoured 
the banks themselves vehicle for the 
employment their funds. only the 
creation too many bills accepted banks 
that wrong. 


(b) Premises and Office Equipment. 


Let now look the second the ways 
which said that the shortage capital 
resources shows bank balance sheets, na- 
mely the high level the real estate 
(including bank premises) and the office fur- 
niture and equipment. That feature has cer- 
tainly not yet disappeared. Inventories are 
normally unimportant bank balance sheets, 
since banks not carry stocks goods. The 
real estate holdings banks however ought 


also kept within narrow limits for 
reasons liquidity. Banks course have 
office buildings their own, some which 
are actually needed for keeping appearan- 
ces where the bank large one. But not 
even appreciable part the capital and 
reserves ought employed real estate 
and for this purpose long-term unreal- 
isable participations should equated with 
real estate. After all, the fact that the capital 
and reserves have serve safeguard for 
depositors means that they must employed 
assets certain liquidity. interna- 
tional customs therefore banks normally treat 
their own premises the first items 
written off, that their real estate holdings 
stand their balance sheets book values 
differing more less wide margin from 
the actual current value the buildings. Yet 
the present-day balance sheets the German 
banks are still far from having reached that 
position. the balance sheets the close 
1954 the real estate and participations, ex- 
pressed proportion the capital and 
reserves, amounted beween and 
the successors the Deutsche Bank, 
between and 66° those the Dresd- 
ner Bank, and between and 
those the Commerzbank. true that 
relation the balance sheet totals the real 
estate and participations held the German 
banks cannot described excessively large. 
Still, there are cases which they exceed the 
capital resources amount. Clearly these 
unfavourable relationships between the real 
estate and the capital funds are chiefly due 
the latter being too small. They course 
also result from the fact that the war-time 
destruction obliged the banks rebuild their 
office premises scale that probably 
without precedent the history banking. 
the German banks had kept their premises 
intact throughout the second world war, 
they did throughout the first, then doubt 
their good earning power would now have 
enabled them establish more appropriate 
relation the capital and reserves. the 
least, the banks’ buildings had emerged 
intact from the war, this would have enabled 
them write off the whole their office 
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furniture and equipment the way that 
customary among banks all countries. 
this connection also must course 
remembered that the German banks were 
forced when they built new offices procure 
fresh furniture and equipment for them 
well, because this also had been largely lost 
owing the war. There doubt that 
the German banks would have written aff 
the whole their furniture and equipment 
the time when they published their open- 
ing balance sheets 1948, all 
events, the case the successors the 
big three, when they did 1952, the 
capital and reserves remaining their hands 
had been large enough permit such writ- 
ing off. However, they were not. That 
why the successors the Deutsche Bank 
entered the office furniture and equipment 
their opening balance sheet 19.6 mil- 
lion, less than the capital 
and reserves; those the Dresdner Bank 
7.71 million and those the 
Commerzbank 5.3 million 9.6%. 
now these high values for the office fur- 
niture and equipment assets have been 
appreciably reduced; but even the 1954 
balance sheets the successors the Deutsche 
Bank still showed 7.8 million, those 
the Dresdner Bank 7.5 million, and those 
the Commerzbank million for 
these items. the case the Commerzbank 
group indeed there has been decrease 
them all since the opening balance sheet, 
but steady increase. the Dresdner Bank 
there was also for time rise the office 
furniture and equipment, from 7.7 mil- 
lion 11.6 million. Hence, although 
the book value the office furniture and 
equipment usually insignificant item 
bank balance sheets, structural change such 
the one this German example can make 
typical sign unusual circumstances. 


Equalisation Claims (Ausgleichsforderun- 
gen) Aid the Capital Rebuilding. 


The loss capital and reserves through 
the 1948 currency reform was part made 
good handing the banks Equalisation 


Claims the Federal Government and the 
Lands. Their inclusion among the assets 
the banks’ balance sheets produced these 
latter structural change which came 
substantial importance more than one 
respect. the first place the very size the 
new item gave corresponding importance. 
the middle 1950, being the first date 
for which complete statements the credit 
institutions were available after conversion into 
the new currency, the Equalisation Claims 
received the banks and savings banks 
amounted altogether 5,270 million, 
21.1% the combined balance sheet total. 
the commercial banks the narrower 
sense that term they were somewhat lower 
but appreciably higher the case 
the savings banks and that 
the credit cooperatives The 
credit institutions would doubt have wel- 
comed very warmly this means they 
had either obtained new asset bearing 
adequate rate interest, had been given 
fresh liquid resources, for which they had 
most pressing need after the loss liquidity 
due the currency reform. But both these 
respects the Equalisation Claims were disap- 
pointing. Rather than making matters easier 
for the banks they amounted anything 
burden. the rate interest, this was 
limited the great majority cases 
that time, when the rate interest 
bank loans Germany could estimated 
10% higher was certainly not lucra- 
tive for the banks nor even basis which 
they could work all. fact, they actually 
had pay their depositors sometimes interest 
even higher rates, especially savings 
deposits. And was precisely those institu- 
tions which collect savings deposits large 
scale that had the highest proportions Equa- 
lisation Claims, namely the savings banks and 
the agricultural credit cooperatives. 

Moreover, the Equalisation Claims did not 
even represent liquid investment, since they 
were unsalable: that incidentally followed 
from the mere fact that 1948 claim 
the Government could hardly have been 
valued over half its par value. (The 
parity price which they had 
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shown the balance sheets was course 
fictitious). Besides this, the selling Equa- 
lisation Claims was permitted only one 
single eventuality. This was that the banks 
were allowed sell them the Land Central 
Banks par for the purpose replenishing 
their liquid resources. They were however 
obliged take engagement repurchase 
the Equalisation Claims when their liquidity 
improved again. Sale the Land Central 
Banks thus entailed virtual admission that 
the bank had reached the limit its own 
liquidity, thing which course bank 
likes admit. Still, out the above- 
mentioned 5,270 million Equalisation 
Claims which the banks showed the mid- 
dle 1950, some had been sold 
the Land Central Banks. now they 
have all been repurchased apart from small 
residues. can assumed that the total 
sold the Land Central Banks for the pur- 
pose improving liquidity amounted the 
peak not quite 600 million; but 
the close July, 1955 only million 
the Equalisation Claims thus temporarily 
sold the Land Central Banks still remained 
the latter’s hands. 

Meanwhile the liquidity the German 
banks has been built up. Only exceptional 
cases they still need fall back their 
Equalisation Claims. But there has also been 
change during the past five years regard 
the volume these latter. The Equali- 
sation Claims longer form large block 
and blocking part the 
assets; instead, they now represent merely 
one the less important items the balance 
sheets and this came pass though their 
total amount has become greater and not 
smaller. the middle 1955 the total 
was just 6,130 million. But this was 
total; was more than Even the 
savings banks the ratio the balance sheet 
total had dropped 11.6%, and the credit 
latter the agricultural credit cooperatives alone 
still had Equalisation Claims amounting 
their balance sheet total. For these 
last the Equalisation 


cordingly still constitute appreciable drag 
liquidity. 

Another special group institutions for 
which the Equalisation Claims used 
decisively important, whereas they are now 
merely minor item, the mortgage banks. 
After the currency reform these were hit har- 
der than other banks three respects. Firstly, 
because they had lost their liquidity like the 
rest; secondly, because they could not claim 
capital interest from their debtors full, 
the public authorities having taken nine-tenths 
these, quite apart from the war-time da- 
mage the house property forming the se- 
curity for their loans; and thirdly because 
they had bear the consequences the 
detaching the German Eastern territories, 
including those the East the Oder- 
Neisse line. The claims debtors these 
territories were completely lost. Without 
Equalisation Claims would have been even 
harder restart the business these banks 
than others. They too were obliged 
take good deal the liquidity assistance 
that was legally allowed through the tem- 
porary sale Equalisation Claims the 
Land Central Banks. Besides this further 
special privilege had granted them, 
inasmuch the interest their Equalisation 
Claims had paid the rate 
instead had not been, then 
these institutions would have had pay 
additional out their own resources 
order the interest the bonds 
(mostly mortgage bonds) issued themselves, 
since these latter bore interest and 
continued so. doubt the changes 
the structure balance sheets the Ger- 
man mortgage banks were among the greatest 
all. That still remains true the present 
day. But now true not much because 
the Equalisation Claims and lack liqui- 
dity, but the contrary owing un- 
precedented liquidity surplus. The German 
mortgage banks fact had quite unique 
revival 1953 and 1954. Their issues 
bonds reached record level. This brought 
down the ratio Equalisation Claims their 
balance sheet totals much more even than for 
the average all banks. the middle 
1950 the mortgage banks had 21.1% their 
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balance sheet total employed Equalisation 
Claims, this being just the same the average 
for the banks whole. the middle 
1955 however the proportion was down 
while the cash hand and banks 
amounted 14.0%. This latter ratio 
unusual for these specialised banks since they 
not take deposits and therefore need 
liquid reserves for their creditors. 


Minimum Reserves and Liquidity. 


The uninitiated layman might inclined 
equate Equalisation Claims, representing 
claims the Federal Government and Lands 
they do, with say Government bonds. 
would therefore count them among the secu- 
rities whole. That however, for reasons 
which have already been indicated, would 
misconceive the structure German bank 
balance sheets. Equalisation Claims cannot 
sold all they are certainly not securities 
the ordinary sense, since the chief feature 
these latter precisely that they can 
realised with relative promptness. Then ought 
one reckon these claims the public 
authorities addition the advances? 
That would not right either. They are 
asset that unique its kind. All things 
considered, they amount long-term invest- 
ment the banks; and such they are 
extraneous element the balance sheet 
commercial bank, which ought show only 
small amount investments running for 
number years. shall deal later with 
the structural change compared with earlier 
times that has thus taken place the balance 
sheets German banks, namely through the 
fact that the long-term lendings are now in- 
comparably greater than former years. 

Long-term investments reduce liquidity. 
Since they have now become more prominent 
than before the German banks, spite 
the fact that the 1948 currency legislation 
had already entailed drastic cut the banks’ 
liquid resources, one the first things which 
had done the field credit policy 
was pass legislation dealing with the banks’ 
liquidity. This was done instituting the 
system minimum reserves system not 
previously known Germany. Let here 


said that the writer this article course 
knows how far these minimum reserves are 
how far they amount instrument 
credit policy. that may, there 
doubt that the instituting the minimum 
reserves produced structural change the 
German banks’ balance sheets, and that 
therefore proper mention them this 
article. One result the commercial banks’ 
maintaining minimum reserves the Land 
Central Banks has been that the cash reserves 
held bank balance sheets the present 
time are much larger than before either world 
war. 
What regarded the cash reserve, 
primary liquid reserve, the balance sheets 
German banks the total their notes 
and coin, balances Land Central Banks 
and balances postal cheque account. The 
maintenance cash reserve course not 
reflected solely the item «balances 
Land Central But since that item 
usually far the largest among 
mentioned, the movement does run 
parallel with that the cash reserve 
whole. earlier German bank balance sheets 
there were balances Land Central Banks 
because these latter did not exist. Essentially, 
the present balances held them are the 
same what balances the Reichsbank 
other Central Banks always were. earlier 
times however there was inducement 
increase interest-free Central Bank balances, 
cash holdings balances postal cheque 
account, more than the minimum; the 
contrary, considerations profit tended all 
the time keep the cash reserve down 
much possible. Since 1948 however has 
been required actual legislation that the 
cash reserve, precise the balances 
Land Central Banks, shall not allowed 
fall below the minimum ratios fixed 
the Centralbank Council the Bank Deut- 
scher Lander. present, September, 1955, 
these ratios are for the sight de- 
posits, for the time deposits and 
for the savings deposits. law the required 
ratios can vary from the sight 
deposits, and from 4°% 10% the time 
and savings deposits. till now the top 
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rates these spreads fixed law have 
never been reached. Hitherto the figure has 
not gone above for the sight deposits 
and for the time deposits. 

Since 1st May, 1952 the distinction has 
been longer the basis merely the 
period maturity the liabilities carrying 
the reserve obligation, but according other 
criteria well. Even early 1948, 
virtually from the outset, distinction was 
made between sight deposits the main 
banking centres and those other places 
much the same way the United States. 
Apart from that, however, further distinc- 
tion based the size the individual credit 
institutions was instituted from 1952. 

While the total primary liquid resources 
shown the end-of-month balance sheets 
during the year remain below the minimum 
requirements, the end-of-year balance sheets 
show large rise above the average con- 
sequence window-dressing The expert may 
regard that fact being secondary impor- 
tance the ground that the end-of-year ba- 
lance sheet merely snapshot picture. 
however one sets out consider the change 
the structure bank balance sheets, one 
bound look especially what the ba- 
lance sheets show the closing day the 
year; and moreover the present higher level 
the cash reserve German banks 
fact for the most part present throughout 
the year. Whereas earlier times the cash 
reserve ratio German bank balance sheets 
was not usually much above while 
the course the year would not much 
over now reaches 10% the 
end the year and much 
even more the course the year. take 
the end 1954 alone, for instance, the ba- 
lances Land Central Banks were equal 
the deposits the Rheinish-West- 
falische Bank, the Siiddeutsche 
Bank, the Rhein-Main Bank and 
8.2% the Bankverein Westdeutschland. 

Summarizing: and large the introduc- 
ing the minimum reserve system after the 
1948 currency reform caused change the 
structure German bank balance sheets, 
inasmuch cash reserves approximately twice 
great before are now maintained. 


The Rise Long-term Bank Lendings. 


the balance sheets banks there has 
appeared since 1948 item which was pre- 
viously important only the case the spe- 
cialised institutions. the long-term lend- 
ings. According the definition now force 
this item has include all those loans which 
run for more than four years. The granting 
loans running for periods long that 
was previously the function public and 
private mortgage banks central giro 
institutions and savings banks, this being be- 
cause those specialised institutions 
cured their funds different way. That 
say they took deposits withdrawable 
short notice, but mainly confined their 
business the taking savings deposits 
and the issue bonds. For commercial 
bank the granting long-term loan always 
presents problem liquidity, more espe- 
cially since every bank has any case among 
its assets certain items low mobility such 
premises and participations, which are 
usually financed out its capital and reser- 
ves. Now that long-term loans are being 
granted well, this all the more serious 
matter for the German banks because 
the present time, has been repeatedly 
pointed out, they have capital and reserves 
only relatively small amount. one looks 
the banks’ mid-year statements 1952 and 
1955, one finds the first place that for all 
banks together the long-term loans rose from 
the balance sheet total the first 
those years the second. That 
however includes the mortgage banks and 
savings banks, the case which this rise 
reflects only the growth their normal bu- 
siness. one takes the movement the com- 
mercial banks alone, one finds that their 
case during the period mentioned the increase 
was from just under just under 
the balance sheet total, while absolute 
terms the amount was nearly trebled, rising 
from 1,200 million 3,100 mil- 
lion. must course borne mind 
that the liabilities side balance sheets 
also one item has become important which 
did not previously exist the same form, 
namely the borrowed funds for periods 
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over four years. The funds taken the 
commercial banks rose from 796 million 
the middle 1952 1,955 million 
the middle 1955, from 6.8% 
the balance sheet total rise which, 
however, does not approach that the cor- 
responding items the assets side. 

conclusion, the German banks have 
gone for long-term lending compa- 
ratively large scale. This can regarded 
consequence the weakness the capital 
market since the currency reform. Still 
remarkable that, the capital market grew 
stronger, the long-term lendings have not de- 
creased one would have thought they ought 
stances, but have the contrary been in- 
creasing both absolute and relative terms. 
Clearly, that rise continues, may create 
new set problems. That fact realis- 
the German banks; and during the 
next few years the movements these items 
particular will followed with special 
attention. 


«Global Value Adjustments (Sammelwertbe- 
richtigungen) Means Replenishing 
Capital Resources. 


connection with what doubtless the 
most important all the structural changes, 
namely the relative and absolute decrease 
the German banks’ capital resources, 
worth while glance briefly two further 
items the present balance sheets Ger- 
man banks. One what known the 
global value adjustment the other the 
pension fund. 

The global value adjustment shown 
visibly German bank balance sheets only 
part, because the banks have the option 
either showing among the liabilities 
deducting from the assets and not show- 
ing Many banks have used both 
methods, not only writing off amounts from 
the assets, but also entering item for value 
adjustment among the liabilities. The process 
forms part the subject structural changes 
the balance sheets German banks because 


this global value adjustment has provided one 
the lawful means, which reference has 
already been made, building the capital 
and reserves that had emerged too small from 
the 1948 currency reform. point fact 
earlier German bank balance sheets also used 
include such global value adjustment 
addition the individual adjustment va- 
lues, and too used applied both 
visible and undisclosed form. This device 
the global value adjustment affords the banks 
certain relief from taxation. Amounts which 
are taken out the year’s earnings for the 
purpose such adjustment are free from tax 
certain amount. After the 1948 cur- 
rency reform, indeed, the 
levels for such global value adjustments 
were actually raised above what they had pre- 
viously been. Such adjustments could accord- 
viously discounted bills, guarantees and 
the bank’s own liabilities endorsements, 
and 3°% against the advances 
well claims arising from documentary 
credits and from loans 
Where the claims arose from foreign trade, 
these rates and were increased 
further for the financing im- 
ports and further for that ex- 
ports. Such supplements for claims respect 
foreign trade had been previously un- 
known. Private bankers, distinct from the 
remaining credit institutions, were permitted 
apply still higher rates global value 
adjustment without attracting tax, namely 
against previously for discount- 
bills, guarantees and 
lities, and against for claims aris- 
ing from advances, contango loans and other 
loans against securities. The private bankers 
were moreover allowed the case claims 
respect foreign trade raise the rates 
enter those claims free tax 
the reserve against contingencies; and they 
could quite without regard what 
risk the individual claims might entail. 
other words good and bad risks were treated 
alike. still remained open the banks 
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apply individual value adjustments the 
bad risks addition. This gave rise 
quite substantial untaxed reserve, the only 
disadvantage being that the tax had 
eventually paid when the value adjustment 
was liquidated. But now for that special 
solution was found. When the permitted rates 
global value adjustment were cut half 
with effect from January, 1953, regu- 
lation having the force law was issued 
providing that the sums released could 
used for increasing the capital 
ves, while the liability tax them was 
further postponed. From this source the 
banks were able increase proportions 
ranging 100°% their capital and reserves 
these had provisionally stood after the 
currency conversion: that say, they did 
this out the profits earned their business 
during the first few years after the currency 
reform, and did with the benefit 
certain fiscal concession. 

The global value adjustments increase the 
totals bank balance sheets only far 
they are shown, which means practice 
that part the adjustment does not in- 
crease the balance sheet total. Nevertheless 
present-day bank balance sheets the reser- 
ves for special purposes and value adjustments 
are element size which cannot fail 
attract attention. the interim statements 
published the Bank Deutscher Lander the 
capital funds all credit institutions, includ- 
ing their reserve funds, amounted the mid- 
dle 1955 total 3,330 million. 
But the other reserves, which include reserves 
for special purposes and value adjustments 
well certain reserve funds not comprised 
the capital and reserves the legal sense. 
one takes the figures for individual groups, 
say for the commercial banks, the savings 
banks central giro institutions, one still may 
see that these special reserves exceeded the 
capital and reserves; they did the widest 
margin the savings banks, where against 
capital funds 450 million there were 
such special reserves amounting 1,120 
million. This after all not surprising, be- 
cause the German savings banks have 
capital such private company has. The 


safeguard for their depositors lies the local 
authorities’ guarantee. 

The chief component among these large 
reserves for special purposes would seem 
have been the pension funds, which all Ger- 
man banks have been energetically rebuilding 
since the currency reform. understand- 
able that they should this view the 
high rates taxation, since allocations the 
pension fund are not subject tax. The 
following examples may serve show the 
size the pension reserves the end 
the Rheinisch-Westfalische Bank 
they amounted 36.39 million, with 
capital and reserves million; 
the Siiddeutsche Bank they were much 
43.23 million, with capital and reser- 
ves the same figure for the Rheinisch- 
the Bayerische Hypotheken- 
und-Wechsel-Bank 49.77 million against 
and the Bayerische Vereinsbank 18.42 
million against capital and reserves 
million. has been repeatedly stated that 
these large pension reserves represent kind 
substitute for missing capital funds, be- 
cause the banks not really draw their 
pension funds but take the pensions actually 
payable from current earnings. This way 
looking the matter however course 
inasmuch pension fund cannot 
used cover losses the need should 
arise. any case the pension funds their 
high ratio the capital and reserves doubt 
also constitute not unimportant feature 
sheets the present day. The change this 
proportion since prewar times course 
due the circumstance, which have been 
more than once emphasised, that after the 
1948 currency reform the 
capital and reserves were much smaller than 
could called adequate. 


The Bank Deutscher Guiding Prin- 
ciples regard Credit. 


Mention has already been made the work 
the Bank Deutscher Lander has done lay 
down certain permitted ratios between the 
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chief balance sheet items, the object being 
restore normal aspect German bank ba- 
lance sheets, which after the currency reform 
were showing certain abnormality for the 
reasons previously described. This needs are 
borne mind when one these 
guiding principles, because the ratios for which 
they provide are not normal. and large 
can said that the normal ratios bank 
balance sheets ought general 
ter» than according the guiding princi- 
ples, that say better the direction 
greater liquidity. The guiding principles 
were first drawn January, 1951, and 
have since been altered several times. The 
effect the changes was every case 
make them stricter. The most important 
change has already been pointed out, namely 
the lowering the upper limit for the banks’ 
own acceptances circulation from seven 
times three times the capital resources, and 
finally its lowering those resour- 
ces for the ordinary business. The term used 
for the capital resources not Eigenka- 
pital (capital and reserves) but Haftende 
Mittel (liable funds), the reason being that 
not only the capital and reserves but also the 
global value adjustments can included. The 
meaning the global value adjustments has 
already been explained. 

The very drawing and amendment 
the guiding principles regard credits has 
itself amounted instrument for chang- 
ing the structure bank balance sheets, and 
therefore forms proper part the subject 
this article. But the most interesting point 
about these guiding principles that going 
over them whole one can were 
recapitulate the structural changes German 
bank balance sheets comparison with ear- 
lier times, and especially comparison with 
the period before the second world war. 

(a) Principle states that the total the 


short-term and medium-term credits 
ness and private customers shall not exceed 


times the liable funds the 


cial banks. For other credit institutions this 
limit slightly varied, times for the 
savings banks and credit cooperatives and 
times for the central institutions agri- 


cultural credit cooperatives. The first note- 
worthy point here that the amount the 
lendings stated relation the capital 
resources. The function those capital re- 
sources banks the first place serve 
safeguard for the depositors; that why 
one normally looks them first any bank 
balance sheet, see what relation the 
capital resources stand the borrowed funds. 
significant that the guiding principles 
have not dealt all with this most impor- 
tant ratio bank balance sheet. This 
fact indicates that owing the inadequate 
size the capital and reserves after the cur- 
rency reform the position that point was 
shaky that there was prospect its 
being possible force bank balance sheets 
show reasonable ratio. Yet, because the 
capital and reserves should not entirely 
abandoned yardstick, they were used for 
measuring the lendings the bank; and thus 
the same time, precisely because the capital 
and reserves were small, handy arm 
lever was provided ensure that the banks’ 
expansion credit should not too far. The 
actual requirement that more than times 
the so-called liable funds shall lent 
the banks not hard meet. This becomes 
clear one turns the ratio round. The effect 
then that the «liable funds» need not 
amount more than the lendings 
considered; and, one assumes that the lend- 
ings turn amount roughly half the 
deposits, this means that the capital and 
reserves need not greater than 
the deposits. From this clear that allow- 
ance has been deliberately made for the struc- 
tural inadequacy the banks’ capital resour- 
ces resulting from the special circumstances 
that followed the second world war. 


(b) Principle deals essentially with the 
same relationship, merely extending both 
sides the bases comparison. The standard 
taken longer only the short-term and 
medium-term credits business and private 
customers but the whole the 
which German are usually described 
larly longer only the liable funds 
that are used for comparison, but the liable 
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funds plus the deposits. The guiding prin- 
ciple laid down for the commercial banks 
states that the total the debtors, defined 
credits current account and acceptance 
credits, shall not exceed the liable 
funds and deposits the institution. For the 
savings banks the limit and for the 
other groups credit institutions either 70°/, 
This again can called some- 
what over-sized garment leaving plenty 
room. And the more the balance sheets 
German banks returned towards normal, the 
more over-sized this garment was bound 
become. Some the German banks are 
already well below the limit laid down. For 
instance the 1954 balance sheet the Rhein- 
isch-Westfalische Bank showed capital and 
reserves (without global value adjustments) 
million and deposits 2,245 
million against 931 mil- 
lion, that the debtors» were equal 
some 40°% the liable funds and deposits. 
the other successor banks the relationships 
were similar. nearly all the successors 
the big three indeed the proportion was below 
one compared the debtors not with 
the total the deposits and capital resources, 
but only with that portion the deposits 
which known the customers’ deposits 
that say the total deposits less those 
banks. this respect the position the large 
commercial banks Germany has already 
returned normal quite large measure, 
that hardly possible speak any 
longer structural change compared with 
normal relations. That however simply due 
the fact that calculating the ratio the 
debtors the customers’ deposits account 
taken the capital resources, which are 
the weak spot German bank balance sheets. 


(c) Principle specifies liquidity ratio. 
says that the total the liquid resources 
the commercial banks shall not less than 
the other groups credit institutions the 
limit with the added proviso that 
savings deposits are taken the rate 
only when the total the borrow- 
ed» funds calculated. absolute terms 
the ratio for liquidity might appear 
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relatively high. however one looks the 
definition liquid resources this ratio 
appears different light. For the purposes 
this guiding principle the liquid resources 
are defined comprising cash, balances 
Land Central Banks, postal cheque balances, 
cheques and bills, Treasury Bills 
interest-bearing Treasury Bonds the Fede- 
ral Government and the Lands. Except for 
nostro balances banks and securities eligible 
collateral for Central Bank advances, there- 
fore, this list includes the whole the secon- 
dary liquid resources. The great extent 
which matters have changed comparison 
with earlier times shown the the simple 
fact that the German Banking Law 1934 
laid down that the required primary cash 
30% might also required. The borrowed 
funds are nowadays defined comprising 
deposits, moneys moneys and loans taken, and 
the bank’s own acceptances circulation. 


(d) Principle IV, this has already 
been discussed; deals with the ratio between 
the acceptances circulation and the capital 
resources. 


This concludes our general survey designed 
show the various structural changes Ger- 
man bank balance sheets. will have been 
seen that the balance sheets German banks, 
like those banks other countries, 
through appreciable changes even years 
undisturbed economic conditions. Changes 
far-reaching kind are however caused only 
wars and the currency deterioration 
which follows them. such changes there 
are many signs the bank balance sheets 
Germany. The last currency reform 1948 
still producing its effects even now. Its 
main effect bank balance sheets was 
destroy the capital resources the extent 
pratctically This blow was some 
extent alleviated the provision fresh 
assets, created for that particular purpose, 
the form Equalisation Claims the Fe- 
deral Government and the Lands. But the 
amount this substitute for the cancelled 
claims the former Reich was limited, with 
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the result that the banks’ newly arising capital 
funds came relatively too small. Since 
then the banks have done good deal 
close that particular gap, both reinforcing 
their reserves out the annual profits and 
increases capital through issues new 
shares. Since however the deposits have grown 
unusually fast during these post-war years, 


has most cases not yet been possible 
restore entirely normal relationships between 
the banks’ own resources and their borrowed 
funds. will have been seen, when one 
looks the banks’ balance sheets this short- 
coming apparent number consequent 
features. 
EricH ACHTERBERG 


Italy’s Net National Product Regions 


(and indices for certain consumption items other than foodstuffs 
and for bank and postal savings deposits) 


The official statistical sources avail- 
able Italy not permit analysis 
the net national income regions and pro- 
vinces (1). The national income not ascer- 
tainable adding the relative regional 
and provincial figures, and cannot broken 
down into those figures. Nor possible 
arrive the income the individual regions 
and provinces applying the same criteria 
adopted for the income the country 
whole (2). 

The breakdown regions and provinces 
the net product the private sector 
factor cost (for 1951) was first attempted 
Statistica 1953, and was based labor- 
ious personal researches. The attempt was sub- 
sequently repeated for the years 1952, 1953 
and 1954, and was extended cover the 
public administration sector also (3). The 
criteria adopted are indicated the methodo- 
logical note appended the 
cle (p. 229). would here merely remark 
that, was not possible arrive 
breakdown the income any direct me- 


Italy present divided into regions (19 including 
Valle d’Aosta, which here assimilated the regions) and 
into provinces. 

(2) Italy the national income calculated the system 
obtained subtracting from the total goods 
produced during given period the quantities re-employed 
and services used the productive process. subtracting 
from the value added the depreciation allowances, one 
arrives the net product factor cost. 

(3) The results these studies for the years 1952, 1953 
and 1954 were published No. (2nd quarter 1953), No. 
(2nd quarter 1954) and No. (3rd quarter 1955) the Italian 
Review Moneta (an Italian Quarterly edited 
the Banca Nazionale del Lavoro), under the title Calcolo del 
reddito del settore privato della pubblica amministrazione 
nelle provincie regioni indici alcuni consumi 
del risparmio bancario postale». For the year 1951, see 
paper presented the italiana Statistica (Rome, 
January 1953). 


thod, were obliged have recourse 
series indirect indices (salaries and wages, 
motor vehicles circulation, consumption 
electric power, etc.) which could regarded 
sufficiently indicative the regional and 
provincial product whole. then cal- 
culated the percentage share each province 
and region the total for the whole Italy 
for the indices thus selected, and used 
these percentages arrive the breakdown 
provinces and regions the net national 
product calculated from the official sta- 
tistics. 

was thus possible, for the first time 
Italy, make available data which con- 
sider roughly indicative the national 
income the regional and provincial level; 
and even though such data 
contain margin uncertainty, they may 
helpful assessing, even only very 
approximate manner, the order importance 
certain problems which present bulk 
large the sphere Italian economic policy, 
such as: the economic potentiality the 
various regions and provinces; the economic 
disparities between the regions and provinces 
the North, Centre and South; compara- 
tive development the various areas from 
the pre-war period down the present day; 
the extent which the structure the 
various zones predominantly agricultural 
industrial; etc. 

This article abridged version the 
studies previously published and, 
particular, the most recent one, namely 
that relating the year 1954. order 
permit certain comparisons the figures for 
1954 the statistics for 1955 are not yet 
available have been placed side side 
with those for 1953 and 1938. general 
the analysis confined the regions. Refe- 
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rence will made the individual provinces 
only the extent necessary bring out any 
features particular interest. Our examina- 
tion falls into two parts: distribution 
regions the national product and its 
most important components: agriculture, in- 
dustry, trade, public administration, etc.; 
territorial analysis certain consumption 
items other than food, and territorial distri- 
bution bank and postal savings deposits. 


Calculation the national income 
regions. 


Let first glance the figures 
for income, both total and per capita, the 
individual regions 1954, and their com- 
position the main economic sectors (agri- 
culture, industry, etc.); will then draw 
attention the most significant changes that 
between 1938 and 1953-54. 


The income the various regions 1954 


Table shows the Italian national 
income according the official calculations. 
For 1954 the figure which shall now 
endeavour give analysis regions 
Lire 9,154 milliard, namely the net product 
the private sector and the public admi- 
nistration factor cost (4). 

The total income the individual regions 
Italy 1954 calculated according the 
criteria indicated the methodological note 
below shown Table II. also show 
for each region its percentage share both 
the overall income and the total population 
Italy, order give some idea the 
economic development different areas. 
Finally, give for each region the popula- 
tion density per square kilometre. 

graduation based the level 
total income, the first place taken 
Lombardy (in northern Italy), which 


nishes almost the net national pro- 


(4) the figure 9,154 milliard add the total 
state and local taxes (1,604 milliard), arrive the value 
the net product market prices (10,758 milliard). 
then add the net receipts from abroad (23 milliard) and depre- 
ciation (1,016 milliard), reach total 11,797 milliard, 
which the gross national income market prices 


ITALY’S NET PRODUCT 1953 AND 1954 


Milliards of 
current lire 


Index 
numbers 
1954 

100) 


Percentages 


Agriculture 


| 
Indus- 
Electricity, Gas and 

Transport and 

Commerce and Sundry 
Services 14. 15. 109.3 


tries 


the private 
(280 milliard) and instru- 
mental services rendered 
the Public Admini- 
stration the private 
sector (541 milliard) 779| 

Net product acti- 

Net product Public 
Administration 

Net domestic product 
factor cost 


| | 
Adjustments: duplications 


108.8 


| 


(*) Report submitted Parliament the Minister the 
Budget, On. Vanoni, March 31, 1955. 


duct, whereas contains only the 
country’s total population. Then follows Pied- 
mont (which accounts for the net 
national product), Latium (5) and 
Emilia (6). Lombardy promi- 
nent position held the province Milan, 
whose income not only accounts for about 


(5) The regional data for Latium are limited significance, 
since they cover two utterly disparate groups: that consisting 
the province Rome, and that comprising the other four pro- 
vinces (Frosinone, Latina, Rieti and Viterbo). The regional 
average inflated the data for the province Rome, while 
the other four provinces are predominantly agricultural and 
sparsely populated, and have low per capita income. 

(6) these percentages not relate per capita income, 
they not indicate the degree economic development 
the respective regions, but rather their economic potentiality 
and may some interest from the point view market 
research, 
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INCOME AND POPULATION 
REGIONS 1954 


Income 


Population (a) 


Piedmont 11.53 7-40| 142 
Trentino-Upper Adige 1.96 1.54 
Friuli-Julian 2.63| 2.53| 727 


ITALY 100.00 162 
South (d) 13.66| 164 


118 


(a) Population 31st December 1954. Source: Compendio 
Statistico Italiano, 1955, 

(b) Piedmont, Valle Lombardy, Trentino-Upper 
Adige, Venetia, Friuli-Julian Venetia, Liguria, Emilia-Romagna. 

(c) Tuscany, Umbria, Marche, Latium. 

(d) Abruzzi-Molise, Campania, Apulia, Basilicata, Calabria. 

Sicily, Sardinia. 


half that the entire region, but exceeds the 
income all other Italian regions, including 
the industrial regions the north (Piedmont 
and Liguria). the case both Milan and 
Lombardy, the percentage share the total 
the percentage share the total national in- 
come; and the population density (282 per- 
sons per sq. km.) Lombardy among the 
highest Italy. 

The lowest place occupied 
cata, mountainous region the south 
the country, which accounts for only 
the net national product and for 1.33% 


the total population, and has population 
density persons per The region 
thus not only small, but poor and sparsely 
inhabited. fact one the most 
depressed areas the south. Basilicata 
preceded the list Umbria and 
Calabria the Abruzzi and 
Sardinia 

Descending the provincial level find 
the lowest places the scale occupied the 
provinces Rieti (in Latium, central Italy) 
and Enna (in Sicily), which contribute the 
net national product the extent only 
The percentage contribution these 
provinces thus about times smaller than 
that Milan. will seen from the fol- 
lowing Table that the seven provinces which 
make the highest percentage contributions 
the net national product together account for 
whereas the seven provinces which 
have the lowest percentages together produce 


only 


Provinces with the 
percentage contribution 
the net national product 


Provinces with the highest 
percentage contribution 
the net national product 


100) 


! 


Milan Enna (Sicily) 0.26 
Rome (Latium) 6.95 Rieti (Latium) 0.26 
Turin (Piedmont) 5-70 Matera (Basilicata) 


Genoa (Liguria) 


Naples (Campania) 


Caltanissetta (Sicily) 0.29 
3.co Teramo (Abruzzi) 0.30 


Florence (Tuscany) 2.50 Ragusa (Sicily) 0.32 
Bologna (Emilia) 2.02 Benevento (Campania) 0.32 
Total Total 2.03 


the seven leading provinces only one 
(Naples) the south, whereas the seven 
provinces the bottom the scale six are 
the south (the seventh, Rieti, being Latium 
central Italy). 

The last part Table reflects the 
depressed conditions prevailing the south: 
the Islands account for the total na- 
tional income, and contain the total 
population; for the mainland regions 
southern Italy the respective ratios are 
and for central Italy and 
and for northern Italy and 


218 Banca Nazionale del Lavoro 


PER CAPITA INCOME ITALIAN REGIONS 


Lire Index numbers 


Friuli-Julian Venetia 104 
106,217 

188,118 
114,182 


examination ‘of the net income 
per head the population (Table shows 
still more clearly what already apparent 
from Table II, namely that the predominance 
the northern regions not only the con- 
sequence their higher population density 
but also, and primarily, higher per 
capita income. The region which comes first 
(excluding Valle d’Aosta which rather 
special case) still Lombardy (with Lire 
298,384), followed Piedmont (Lire 293,154), 
Liguria (Lire 290,084), Trentino (Lire 239,395), 
Latium (Lire 225,840), Emilia (Lire 216,754) 
and Tuscany (Lire 203,038). the bot- 
tom the list Calabria (Lire 79,539), pre- 
ceded Basilicata (Lire 97,156), Abruzzi 
(Lire 101,413), Campania (Lire 106,217) and 
Sicily (Lire 109,946) (7). 


(7) The province which heads the list that Milan, with 
Lire 416,000 per head, while the foot the list find 
Avellino (in Campania) with not quite Lire 69,000 per head, 
only 1/6th the per capita income Milan. the 
middle the list there are two provinces central Italy; 
Massa Carrara (Tuscany) and Ancona (Marche) with per 
capita income about Lire 168,000. 


the net national product factor 
cost worked out average Lire 188,118 
(about 300) per head the population. 


Table gives, percentages, the 
income composition main economic bran- 
ches each region. The income from agri- 
culture (including stock farming 
stry), which accounts for less than quarter 
the national average reaches 39.4 
per cent southern Italy and the 
Islands. general there quite close cor- 
relation between agricultural income and total 
income: those regions which agricultural 
income preponderant are general the 
poorest ones. one region (Basilicata) 
the lowest but one the scale based per 


PERCENTAGE COMPOSITION REGIONS 
NET PRODUCT 1954 


stry, 
com- 
mer- 


Regions 


(a) Fishing, ownership buildings, free professions, in- 
dustrial, domestic and sundry services. 


10 12 % 16 


PER CAPITA INCOM 
THE ITALIAN REGIONS IN1954 


LESS 
THAN 


LIRE) 
200 
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capita income agricultural income accounts 
for over total income; five other 
regions accounts for over 40% (Abruzzi 
Marche There are only three regions 
(those the industrial triangle the north: 
Lombardy, Piedmont and Liguria) which 
agricultural income makes less than 
total income (8); the remainder the pro- 
portion varies between and These 
percentages reflect clearly the mixed cha- 
racter the Italian economy, that say, 
the large place occupied agriculture 
almost all the Italian regions. 

The net income the public administra- 
tion sector accounts for the net 
national product, but the proportion ranges 
from northern Italy 15.8% 
southern Italy. other words, the poorest 
regions are also, relatively speaking, the most 
bureaucratized 

there large urban centre that the contri- 
butions the building sector the total 
national product are highest. Thus, find 
the provinces Milan and Rome the 
head, with about Lire milliard each (Milan, 
the total for all Italy; Rome, 11.38 
per cent). Then follow Turin with Lire 7.2 
milliard; Genoa with 5.5 milliard; and Na- 
ples with milliard (10). 


(8) five provinces all southern Italy the agricul- 
tural sector furnishes over the total income (Brindisi 
63.6%, Matera Enna 61.4%, Lecce 60.2% and Bene- 
vento 60.1%. the other hand, seven provinces agricul- 
ture provides less than 10% the total (Trieste Milan 
Genoa 4.9%, Varese Turin Rome 
Como 8.8%). All these provinces, with the exception Rome, 
are northern Italy. 

(9) The highest figures occur the case the provinces 
Taranto and Spezia (At Taranto and 
Spezia are the headquarters the most important com- 
mands the Italian Navy, with arsenals, colleges, etc., etc.). 
The proportion also quite high the case the province 
Rome, where almost three times that the 
agricultural sector. 

(10) The percentage contribution the various provinces 
the national total income from ownership buildings 
corresponds fairly closely (with few exceptions, Rome) 
their percentage contribution the total national income 
from all sources. This correspondence observable the case 
both the richer and the poorer provinces, and both the 
north and the south. For example, the province Milan 
contributes total income from buildings and 11.77% 
total income from all sources. similar parallelism exists 


Increase income between 1938 and 


current lire the combined income 
the private sector and the public admi- 
nistration increased between 1938 and 1954 
nearly times (Table V), that say, 
greater extent than either wholesale prices 
(+53) retail prices 


GROWTH TOTAL AND PER CAPITA INCOME 
(Current Lire) ITALIAN REGIONS FROM 1938 1954: 
INDEX NUMBERS 


Total income Per capita income 


(195 
Trentino-Upper 
Venetia 76.33 83.55| 87. 
Friuli- 

| 


Regions which the highest percentage 
increases occurred are found pretty 
well all parts Italy. The first and third 
places are taken two northern regions (Ve- 


the case least sevently other provinces. might seem 
reasonable conclude that the income the buildings 
fairly closely indicative the provinces’ total net income. 
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ITALY’S NET PRODUCT GEOGRAPHICAL AREAS 


(Percentages; 100) 


Agriculture, 


and fishing 


49-81| 47.09) 46.76! 55.03) 55.11 


| 


ltaly . . | 100.00 


| 


nezia Giulia and Trentino 
the second and fourth places the two 
Islands (Sicily +112% and Sardinia 
Then come two regions central Italy (Tu- 
scany and Latium) and two southern Italy 
(Apulia and Calabria). regards the broader 
geographical divisions the country, howe- 
ver, the most marked percentage increases 
occurred the south, and still 
greater extent the Island V). 

The greater percentage increases income 
which occurred the south were not, how- 
ever, such appreciably modify the per- 
centage share the southern regions the 
total for the whole Italy (Table VI). The 
modifications this respect appear very li- 
mited. The share southern Italy the 
overall net national product rose only from 


Ownership | Industry, 


i i Public 
of buildings banking, ecc. Administration 


100.00 | 100.00 | 100.00 100.00! 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 
| 


Free professions 


66.90 | 66.98| 57.80} 56.68] 56.43| 45.28 


share the Islands from 6.61% 7.44%, 
while the proportion for northern Italy fell 
from 61.32°% 59.63% and that for central 
Italy remained the pre-war level. The 
relative improvement registered southern 
Italy and the Islands was most marked the 
non-agricultural branches (industry, trade, cre- 
dit, etc.) where the share the south (south- 
ern Italy, Sicily and Sardinia) rose from 10.92 
per cent 1938 14.20% the 
other hand, the southern regions showed 
percentage reduction income 
ings; was the regions northern Italy, 
and still more those central Italy, which 
gained ground this field. 

Table VII shows the percentage share 
the individual economic sources 1938, 
1953 and 1954 the make-up the total 
income the north, the centre and the 
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south. Between 1938 and 1954 the decline 
the share agriculture was general and con- 
tinuous, and occurred all parts the coun- 
try though was relatively more marked 
southern Italy, and still more Sicily and 
Sardinia. What agriculture lost was gained 
the industry and trade. 

The income the public administration, 
like that agriculture, has fallen appreciably 
below the 1938 level all areas. For Italy 
1954. The net income the public admi- 
nistration corresponds, broadly speaking, 
the total amount salaries and wages paid 
personnel the employ the Central Go- 
vernment, local authorities and public bodies. 
that personnel has increased considerably 
number since 1938 notwithstanding the 
reduction the armed forces (11), the per- 
centage reduction the income the public 
the relatively smaller increases salaries and 
wages that sector compared with other 
sectors and partly the increase the 
income the other branches economic 
activity. How these ratios will move the 
future more uncertain, view the con- 
siderable increases contemplated the remu- 
neration state-employed personnel. 


The larger percentage increases 
income registered southern Italy and the 
Islands call, however, for certain qualifica- 
tions. the first place, there the higher 
rate population growth the southern 
provinces (12). Turning from the increases 
total income the increases per capita 
income, seen that the advantage the 
side the southern compared with the 


(11) The personnel both military and civilian the 
service the state (officials, clerical staff and workers), includ- 
ing that employed the so-called autonomous administra- 
(such the State Railways), now numbers about 
1,140,000 against 783,000 1938. 

(12) The higher rate population growth the south 
was for long time more than offset emigration. Migra- 
tion other having been reduced very low 
level (notwithstanding certain increase the years since 
the war), there remained the current migration the north- 
ern regions the country. But this current also appears 
have been slackening recently. (See Some Aspects 
the Italian Demographic Situation: the First Results the 
1951 Census, No. 25, 1954, this Review). 


northern regions completely disappears (Ta- 
bles and The advantage remains 
however, even though less marked, 
the case the Islands, primarily thanks 
Sicily. the second place, the percentage 
increases the case the southern regions 
are inflated reason the lower start- 
ing-point. 

eliminate these factors Table VIII has 
been worked out, where the per capita income 
the individual Italian regions 1938, 
1953 and 1954 expressed 1938 lire, and 
the differences are calculated not only 
centages but also absolute figures. will 
seen, the real per capita income increased 
between 1938 and 1954 about for the 
country whole. The relationships bet- 
ween the percentage increases for the various 
geographical zones, calculated 1938 lire, 
are naturally similar those Table cal- 
culated current lire. For northern Italy 
the increase about equal that the na- 
tional average; for central Italy the increase 
little higher; for the Islands appre- 
ciably higher, while the southern mainland 
regions are even only slightly 
below the national average. The position 
the south appears all its seriousness when 
the changes that occurred the net real per 
capita income between 1938 and 1954 are 
expressed absolute figures. far the 
greatest are seen have occurred 
the north Lire 939 1938 purchasing 
power, between 1938 and 1954). Then follow 
central Italy Lire 780) and the Islands 
Lire 563). the bottom comes southern 
Italy with Lire 364 per head. These changes 
however relate the entire period 1938-1954, 
and can therefore throw light the most 
interesting point, namely: has the vigorous 
(and costly) policy economic development 
the south, pursued the last few years 
the government authorities, succeeded 
changing the previous trend? And so, 
what extent? According our enquiries 
change trend has fact been brought 
about such extent reverse the situa- 
tion which existed recently 1952, 
when the increases income achieved the 
south, relatively 1938, were less than those 
registered the north, even when calculated 
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percentage basis and not terms the the country whole; reached 5.7% 
per capita income (13). central Italy and was southern Italy. 


GROWTH PER CAPITA INCOME REGIONS 


(In Lire with 1938 purchasing power) (a) VIII 

Amount Index Numbers Differences 
| 


i 


(a) Current lire have been converted 1938 lire the basis the wholesale price and cost living indices (annual averages) 
calculated the Central Institute Statistics. Between the two indices simple arithmetical average has been made. 


comparison between 1954 and and Sardinia show striking contrast. 
(see particular Tables and VIII) improves, while Sicily deteriorates, 
apparent slight relative regression the losing part the progress had achiev- 
south, momentarily interrupting its 1953 comparison with 1952. The 
towards the level the central and northern for this set-back was, however, 
regions. The basic explanation lies the solely agriculture, whose net 
harvests 1954, which obviously had grea- product fell from 257 milliard 1953 239 
ter incidence those regions which 1954. all other sectors (fishing, 
culture the main source building, industry and trade, the professions 
increase the net per capita public administration) there was im- 
1954, compared with 1953, was 2.87, provement. There were other regions besides 

(13) See also our article relating the year 1953, published Sicily (Calabria, Umbria) which fell back 
No. (and quarter 1954) Moneta Credito 1954 comparison with 1953, and their 
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case also the causes are sought the 
agricultural field (14). 

Between 1953 and 1954 the most marked 
increases occured Latium Emi- 
lia (+8.9%) and Marche (+6.3%). Their 
source woulde clearly visible analysis 
the provincial level. would then appa- 
rent that the increases income were mainly 
achieved thanks the seaside 
spots. Typical examples are the towns along 
the Adriatic coast, whose provinces show the 
largest increases (15). For the province 
Rome the increase income attributable 
all branches activity, but above all 
the building sector, and the next place 
the public administration, industry and 
trade, tourism (16). 


Distribution regions certain con- 
sumption items other than foodstuffs and 
bank and savings deposits. 


Consumption. 


Let now look the figures 
for certain items consumption, other than 
foodstuffs, the various regions. The con- 
sumption items which have been taken into 
consideration are: the number wireless 
licences taken out; expenditure 
co; expenditure entertainment; consump- 
tion electric power for lighting purposes; 
readers the review from the 


(14) the provincial level there was somewhat marked 
decrease the case Trieste, attributable some measure 
all sectors, but particularly the public administration. 
small extent these regressions can ascribed the frontier 
adjustments effected when the Territory Trieste reverted 
Italy. 

(15) One cannot, however, exclude the possibility that the 
increase the number overnight bookings recorded for the 
covered our indices partly fictitious. This form 
statistics mew, and may well that certain marked 
increases (e.g. the case Forli) are due improvement 
the compilation the 

(16) comparison between the richer and the poorer pro- 
vinces shows greater disparities Thus, between the 
income the province Milan (which comes first the cal- 
culation per capita income) and that the province 
Avellino (which comes last) the disparity 1954 was 1:6, 
whereas 1953 the disparity between the highest and the 
lowest position (Milan and Caserta) was 1:5. Even 
consider the one hand the group five provinces with the 
highest average incomes, and the other hand that the 
five provinces with the lowest average incomes, 1954 the 
disparity was greater than 1953. 


Reader’s Digest motor vehicles (17). 
the reasons which lead regard these 
six items the best suited give appro- 
ximate indication the general level con- 
sumption (other than foodstuffs) the va- 
rious parts Italy, will not here enter 
into detailed explanation but may refer the 
reader the articles published Moneta 
Credito (18). 

The six selected items were integrated 
means simple average. the question 
the average, also, would refer the reader 
our previous articles Moneta Cre- 
dito 

The level consumption per inhabitant 
1954 the individual regions Italy 
shown Table IX. Table give 
some elaboration the statistics, viz. (a) 
index showing per capita consumption each 
region, taking the average for the whole 
country equal 100; (b) the percentage 
share each region the national total (as 
had previously been done the case the 
national income). 

might expected, the highest con- 
sumption figures are found the regions 
where income highest, that say, the 
regions the industrial triangle the 
north (Piedmont, Lombardy 
Piedmont comes first regards both the 
number wireless licences (166 per 1,000 
inhabitants, with index 153, Italy 
and the number motor vehicles circu- 


(17) Number wireless licences issued 31st Decem- 
ber 1954 (Source: Gli abbonamenti alle radioaudizioni). 

Expenditure tobacco 1953-54 (Source: AMMINISTRA- 

Expenditure all forms public entertainment 1954 
Italia). 

Consumption electric power for lighting purposes 
1953-54 (Source: Finance, Statistiche delle imposte 

Readers Selezione from Reader’s Digest May 1955 
Figures supplied the management the Review). 

Private cars, motorcycles and motorised bicycles taxed 
1954 (Source: Statistiche auto- 
mobilistiche). 

(18) See above, note (3) page 215. 

Other indices which went collect did not prove 
suitable for our purpose. This was the case, for example, with 
the distribution rented private users. That 
distribution concentrated few towns such extent 
that the inclusion these data would have resulted distor- 
tion the picture the standard living the various 
regions. 
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lation (198 vehicles per 1,000 inhabitants, with 
and index 170). Liguria takes the first 
place expenditure tobacco (Lire 10,544 
per head 1954), expenditure enter- 


tainous regions the south: Basilicata (index 
figure 32) and Calabria (index 35); they are 
immediately preceded the Abruzzi (in- 
dex 46) and Apulia (index 58). 


SELECTED ITEMS CONSUMPTION AND EXPENDITURE ITALIAN REGIONS, 1954 
(Per capita per 1,000 inhabitants) 


Car $s, 
motorcycles 
motorised 


Per Consumption 


Radio-sub- 
expenditure electric 


scribers 


Readers 


Per capita 
expenditure 


per 1000 
inhabitants 


Valle d’Aosta 
Lombardy 
Adige 
Venetia 
Friuli-Julian Venetia 
Liguria 
Emilia-Romagna 
Umbria 

Marche 

Latium 
Abruzzi-Molise 
Campania 

Basilicata 

Calabria 

Sicily 

Sardinia 


ITALY 


North 
Central 
South 
Islands 


public power for 
lighting (Kwh 
per capita) 


bicycles per 
tants (a) 


per 1000 
inhabitants 


198.8 
91.8 
82.5 178.6 
113.7 
48.9 110.8 
65.6 
128.6 
44-6 179.2 
53.8 165.6 
117-4 
26.8 124.8 
78.8 142.9 
20.4 46.3 
38.0 54-8 
24.0 59-4 
14.8 22.7 
16.4 32.7 
27-2 58.7 


50.9 117.2 
68.0 161.0 
146.0 
26.9 49-4 
28,2 56.2 


(a) The following. weights have been adopted: 3.2 motorised bicycles=1.7 motorcycles=one car. 


(Lire 5,263 per head), the con- 
sumption electric power for lighting pur- 
poses (90 kwh per inhabitant) and the 
number readers the Review Selezione 
(16 per 1,000 inhabitants). Liguria also heads 
the index for the general average the six 
consumption items with figure 161, fol- 
lowed Lombardy with 147 and Piedmont 
with 143. 

regards the per capita averages for 
the six consumption items, the lowest levels 
are usual those for the poor and moun- 


For purpose market analysis may 
useful calculate had already done 
for the national income the percentage 
share each region the total for the 
whole country. The relative percentages are 
given Table under letter (b) (19). 
this case the first place held Lombardy, 


(19) Whereas the indices previously mentioned (figures per 
inhabitant) indicate the average degree consumption, that 
say, the standard living the population, the percentage 
shares the various regions the total for the whole Italy 
indicate the extent the market. 


Regions 
| 88.0 6,260 1,395 
90.8 6,019 1,688 
81.1 6,757 2,098 
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SELECTED ITEMS CONSUMPTION AND EXPENDITURE 1954 


(Per capita index numbers and percentage share each region the total for Italy) 


Regions 


Valle Aosta 
Lombardy 
Trentino-Upper Adige 


Venetia 


Friuli-Julian Venetia 


Liguria 
Emilia-Romagna 
Tuscany 

Umbria 

Marche 

Latium 
Abruzzi-Molise 
Campania 
Apulia 
Basilicata 
Calabria 

Sicily 
Sardinia 


ITALY 
North 
Central 
South 


Islands 


\ 


Radio 
subscribers 


153 
11,29 
| 117 
20. 


116 
1.79 
7-10 
126 
148 
4-86 
116 
8.57 
113 
7-48 
1.35 
2.35 
8.21 


2.00 


entertain- 


ments 


118 


per capita expenditure public entertainments (lire); 


consumption electric power for lighting (Kwh per capita); 
readers Selezione per 1,000 inhabitants; 
cars, motorcycles and motorized bicycles per 1,000 inhabitants. 


The data under letter (b) show the share region the total for Italy made equa! 


tobacco 


152 
11.24 
180 


Digest 


153 


144 
0.29 
164 
22.73 
125 
1.92 
151 
198 
6.52 


power for 

lighting 


Average 
motorcycles 
six index 
and 
numbers 
bicycles 
170 143 
12.56 10.569 
139 
0.26 0.270 
152 147 
21.05 20.265 
107 
1.49 1.645 
7-438 
113 128 
2.85 3-240 
161 
3-61 
153 
8.502 
141 119 
7.822 
100 
1.67 1.258 
106 75 
2.118 
122 | 141 
8.78 10.172 
4-33 6.470 
3-48 3-978 
0.26 0.420 


4-76 


10.66 
5.88 


7-411 


Note: The data under letter (a) are regional indices (Italy=100) consumption expenditure per capita per 1,000 
inhabitants follows: 


radio-subscribers per 1,000 inhabitants; 
per capita expenditure tobacco (lire); 
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121 118 
0.24 0.36 
16.01 22.41 
6.28 
138 167 155 152 
9:96 12.00 11.14 10.94 
6.90 8.35 7-05 6.93 5-26 
0.52 0.28 0.39 0.39 
100 100 100 100 100 100 100 
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with proportion then come Pied- 
mont Latium Emilia (8.5 
per cent), Tuscany and Venetia (7.4 
per cent). Liguria, spite the high level 
per capita consumption, figures for only 
the national total, because its 
relatively small population. The lowest posi- 
tion again occupied Basilicata 
preceded Umbria (1.2%), the Abruzzi 
(1.6%), Sardinia and Trentino. 


10. The data available not permit 
comparison between consumption 1938 
and 1954, was possible the case 
income. have had confine ourselves, 
therefore, showing the changes that oc- 
curred from 1953 1954. 

Between these two years the six consump- 
tion items examined show appreciable in- 
crease. This true for the whole national 
territory and for each the main geogra- 
phical zones; but the progress (calculated 
course percentage terms) was more mar- 
ked southern Italy and the Islands than 
elsewhere, and consequently the share the 
southern regions the national total shifted 
their favour, will seen from the fol- 
lowing figures: 


— 

1953 1954 


The relative progress the south (south- 
ern regions and the Islands) not, moreover, 
phenomenon peculiar 1954, but well 
marked trend for some years past. The six 
items have chosen for consideration have 
shown continuous rise all the years for 
which have been able obtain data, that 
say, from 1951 1954. 


11. divide, region region, 
the consumption index the income index, 


obtain ratio which many call the 
which, course, not attach any 
rigid theoretical meaning). The ratios thus 
obtained are given Table XI. Almost 


I.N. consumption per 
income per inhabitant 


Islands 


0.96 
South 1.04 
1.00 
| i 


all the Italian regions show 
situation, since their consumption-income ratio 
not very far from unity. two northern 
regions (Liguria and Emilia) fact equal 
unity. The situation shows marked lack 
balance some the poorer regions 
the south: for example Basilicata, where 
consumption (exluding foodstuffs) reaches ba- 
rely 0.62 with respect unity income, 
and for the Abruzzi where the ratio 
only 0.86. Such disequilibria are readily un- 
derstandable when remembered that the 
items consumption taken into considera- 
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tion are not the more essential ones, and 
that therefore they are relatively little 
demand the poorer regions where the mea- 
gre income almost entirely absorbed the 
satisfaction primary needs (20). 


BANK (a) AND POSTAL DEPOSITS (b) REGIONS 1954 


and Postal for per capita 


ces (21) are bank and postal deposits. 

Table XII shows, for each region, the total 
amount saving deposits effected 1954 
with the banks (22) and postal system (23). 


(millions jof Italian deposits (lire) (Average for total lire net 
lire) 100) deposits product 
| | 
| | | 
Piedmont 14.28 17,627 192.9 26.3 60.1 
Valle 0.31 14,300 156.5 39-1 39-3 
Lombardy 20.01 13,239 144.9 22.0 
Friuli-Julian Venetia 3-42 12,367 135-3 21.9 63.1 
Liguria 4-70 13,047 142.8 32-5 45.0 
Emilia-Romagna 8.43 10,446 114.3 16.2 48.2 
Latium 40,466 11,555 126.5 29-9 
Abruzzi-Molise 2.14 5,587 61.1 43-9 55-1 
Basilicata 2,592 0.58 4,006 43.8 49.2 41.2 
Sicily 5-38 5,178 56.7 26.5 47-1 


(a) Saving deposits only. Customers’ current accounts and interbank accounts are excluded. 


(b) Current accounts and Buoni Postali Fruttiferi 


Bank and postal deposits. 


12. The only two forms monetary 
saving which the official statistics make 


(20) the case four provinces, Rome, Naples, Palermo 
and Catania, the spending and consumption levels are very 
high relation the income; whereas, the other hand, 
the provinces Matera (Basilicata) and Nuoro (Sardinia) 
the consumption percentage about half the income percent- 
age. Situations similar those the 
provinces exist other provinces all them poor, and 
all but one the south: Sondrio, Benevento, Brindisi and 
Potenza, none which does the consumption/income ratio 
exceed 0.70. 


4° 


will seen that the total amount savings 
deposited with the banks and post offices 


(21) Data are fact lacking the regional totals for 
purchases Treasury Bills and other government industrial 
securities, for self-financing within industry, for premiums paid 
institutions, etc. 

(22) The statistics compiled the Bank Italy cover 365 
credit institutions (including saving banks) which together hold 
about 99% the total deposits collected the banking system 
whole. 

use the term indicate only saving 
deposits. Customers’ current accounts, interbank accounts and 
foreign currency accounts are excluded. 

(23) the case the postal system use the term 
ing Postal Bonds Postali Fruttiferi »). 
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1954 was about Lire 445 milliard com- 
pared with 525 milliard 1953 and 497 mil- 
liard 1952. explanation the dimi- 
nution which occurred 1954 found 
the larger activity the financial market, 
heavier investment shares and bonds 
(reflected the rises stock exchange quo- 
tations the last two years) and the deve- 
lopment life assurance business and instal- 
ment credit sales. 

1954 Lombardy was the region which 
had the highest level bank and postal sav- 
ing, with figure nearly Lire milliard, 
about 20% the national total for the 
year. Then followed Piedmont with over 
milliard Latium with milliard (9.1 
per cent), Emilia with milliard (8.4%), 
and Tuscany with milliard the 
lowest position find Basilicata again, with 
barely milliard Basilicata was 
preceded Umbria Sardinia (1.33 
per cent) and Marche (1.72%). 

the classification the regions the 
basis per capita bank and postal saving, 
Piedmont takes first place with index 
figure 192.9 (Italy 100). Then come 
Trentino (145.3), Lombardy (144.9), Liguria 
(142.8), Friuli (135.3) and Latium (126.5) 
the bottom the list, usual, comes Basili- 
cata (43.8), preceded Sardinia (48.2). 

natural, the volume per capita 
bank and postal saving tallies very closely 
with the per capita income situation. the 
last column Table XII the figures for sav- 
ings 1954 have been divided the income 
figures. The resultant ratio can regarded 
generically reflecting the propensity 
save least the propensity place sav- 
ings with the banks and postal saving system. 
will noted that bank and postal saving 
constitutes about the net domestic pro- 
duct; this percentage holds for each the 
main geographical areas into which have 
divided the country: northern Italy, central 
Italy, southern Italy and the Islands. the 
other hand, considerable shifts are apparent 
from one region another, the explanation 
which would require detailed analysis 
that would exceed the scope the present 
article. 


little more than quarter total bank 
and postal saving accrued the postal system 
1954, but the southern regions the 
percentage rises notably (in Campania, for 
example, reaches which was 
expected since postal saving the typical 
form saving the agricultural regions. 


13. The three elements studied 
this article (income, consumption other than 
foodstuffs, bank and postal savings) show 
quite high degree regional correlation 
(Table XIII). Northern Italy shares the 


INCOME, CONSUMPTION AND SAVINGS ITALY 
(Average 1953 and 1954; percentages Italian total) 


Net 
Product Savings 
excluded Deposits 


Population 


Territorial 
classification 


| 

Total Italy 100.00 100.00 100.00 100.00 


! 


national total the extent about 
all three respects: income, consumption and 
savings; central Italy accounts for about 
per cent, southern Italy for about and 
the Islands for the northern regions, 
relatively the total for all Italy, consump- 
tion slightly less than production and sav- 
ings. The opposite the case for central 
Italy. For southern Italy and the Islands, 
the other hand, the three elements are fairly 
well balanced. any case, however, the vary- 
ing degree which north and south parti- 
cipate the national total, regards income 
consumption and saving the one hand, 
and population the other, reflects the de- 
pressed state the south and shows how 
much remains done attenuate the 
present disequilibrium. 
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METHODOLOGICAL NOTE 


The following brief indication the criteria 
adopted the breakdown the net national product 
among the individual Italian provinces and regions. 
For fuller account would refer the reader the 
articles quoted foot-note (p. 215) this article. 


Agricultural sector including stock farming and 
forestry 


There are difficulties determining the agri- 
cultural income per region. The same criteria were 
adopted those followed the official calculation 
the overall figure for Italy, that say, cal- 
culated the so-called saleable production (which 
also includes that destined for direct consumption), 
multiplied the quantities produced the individual 
provinces the relative prices, and subtracted the 
value the quantities and the expenses. 


Il. Fishing 


For the provincial breakdown the income from 
fishing made use the data supplied the Cen- 
tral Institute Statistics regarding the product 
sea and lagoon fishing the individual provinces, 
and the average prices recorded that Institute 
for the various sections the coast. 


Ill. Ownership buildings 


The breakdown among the provinces was made 
proportionately the taxable income the buildings 
ascertained from data supplied the Mini- 
stry Finance. 


IV. Industry, trade, banking, insurance 
port 


this sector items Table (page 216) 
were taken together, except that from item Com- 
mence and sundry service excluded the liberal 
professions, domestic and personal services and indu- 
strial services (24). There still remains large figure 
(Lire 5,877 milliard) which covers activities the 
industrial, trade, banking, insurance and transport 
sectors. 

The breakdown this figure among the provinces 
was complicated task, and the results are 


(24) The clements thus excluded were considered separately, 
having been supplied with the relative figures and having 
been position calculate the provincial income means 
appropriate indices, shall explain below. 


regarded with considerable reserve, since was not 
possible either maintain clear line demarcation 
between the various branches activity (industry, 
trade, etc.), make direct calculations was done 
for agriculture and fishing. 

endeavoured arrive the provincial distri- 
bution the total product the above-mentioned 
activities means index prepared for this 
particular purpose. That index comprises various ele- 
ments closely connected with activities the spheres 
industry, trade, banking, transport, etc.; and 
proceeded the assumption that the quotas attribu- 
table these activities the individual provinces 
would proportionate the provincial value shown 
the index. The composite index used arriv- 
ing the provincial distribution 
income the field industry, trade, etc., was com- 
piled from the following series provincial data: 


Wages and salaries actually paid industry, 
trade, banking, insurance and transport. They include 
the following: (a) Wages industrial workers (25); 
(b) Wages industrial employees (26); (c) Wages 
the trade sector (27); (d) Salaries and wages em- 
ployees banks, insurance institutions and fiscal ser- 
vices (28); Wages port personnel (29). 

Industrial motor vehicles (30). 


Electric power for purposes other than light- 
ing (31). 

Income tax, categories and (excluding 
farming leases), supplemented the addition tax- 
free incomes and the incomes firms exempt from 
the obligation render income tax returns (32). 


Turnover Tax (IGE) paid lump sum (33). 
Bank deposits and advances (34). 


Overnight bookings hotels, inns and board- 
ing houses. 


(25) Istituto Nazionale Assicurazioni Infortuni sul Lavoro 

(26) Calculated the basis the average remuneration 
per province and the number employees industry sup- 
plied the Istituto Nazionale Assicurazione 

(27) Calculated the basis contributions collected 
I.N.A.M. 

(28) Calculated the basis contributions collected 

(29) Source: Ministry the Mercantile Marine. 

Source: Automobile Club for motor vehicles and Mi- 
nistry the Mercantile Marine for motor-boats and freighters. 

(31) Source: Ministry Finance. 

(32) Source: Ministry Finance and our own calculations. 

(33) Source: Ministry Finance. 

(34) Source: Bank Italy. 
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calculated the average the statistical series 
relating items 2-7 above. The figure thus obtained 
was then used obtain the final average for the 
group, together with the wage index. this way 
the composite index used arriving the pro- 
vincial and regional distribution indu- 
stry, trade, etc. was obtained from the simple average 
between total remuneration the one hand and the 
total the remaining six elements the other (in- 
come tax and industrial motor vehicles; turno- 
ver tax; bank deposits and advances; electric power; 
bookings hotels). other words, weight 
was given the remuneration labour. 

order show more clearly the procedure adopt- 
ed, give below the actual calculation made for the 
provinces Milan and Rome 1954. 


Bank deposits and advances 17.27 
Overnight bookings ho- 


Milan Rome 

Total salaries and wages. 18.85 7.02 
Economic and fiscal indices 

Electric power for purposes 

Income tax, categories and 

Turnover Tax paid 


tels, inns and boarding hou- 


Arithmetical average and 16.18 7-78 


The above percentages, 16.18 and 7.78 respecti- 
vely, were applied the figures total income for 
the whole Italy for industry, trade, etc. (Lire 5,877 
milliard). this way the total income the pro- 
vince Milan for those sectors works out Lire 
950.6 milliard, and that the province Rome 
Lire 456.9 milliard. 


Liberal professions and services 


For 1954 there was added the income from 
trade that from the liberal professions, domestic and 
personal services, and industrial services. The income 
figures for these groups were: 


Liberal professions 


Domestic and 


Lire 245 milliard 


The distribution the above figures was made 
follows: 


(a) for the liberal professions, the basis 
the returns personal income respect profes- 
sional and artistic activities; 


(b) for paid domestic personnel, the basis 
the returns the Istituto Nazionale Assicurazione 
Malattie 


(c) for industrial services, which include hete- 
rogeneous group activities (cinemas, theatres and 
sundry other services), the basis the provincial 
distribution expenditure entertainments. 


VI. Public Administration 


known, the value the product the 
public administration sector assumed equal 
the total the salaries and wages paid the per- 

first calculated the remuneration the state 
personnel the individual provinces, taking basis 
the number wage and salary earners the public 
administration, shown the statistics relating 
registered members the Ente Nazionale Previ- 
denza Assistenza per Dipendenti 
added the personnel local public bodies, using 
the figures for contributions collected the various 
provinces the Istituto Nazionale Assistenza Di- 
pendenti Enti Locali». Finally, added the em- 
ployees public corporations, making use for this 
purpose the data relating contributions paid 
the Ente Nazionale Previdenza per Dipendenti 
degli Enti Diritto Pubblico 

The percentage values for the individual provin- 
ces were used arrive the distribution among the 
provinces the total income (Lire 1,086 milliard) 
the whole public administration the country (Ta- 
ble last item but one). 


VII. Deductions 


From the income obtained totalling the various 
items mentioned the preceding paragraphs two 
groups duplications have then deducted. 

One group comprises interest included banking 
income interest paid the banks their indu- 
strial and commercial clients, etc.) and the differences 
between total accident insurance premiums and the 
total amount claims met the insurance institu- 
tions. The duplications for this sector amounted 
Lire 280 milliard (Table I). This figure was divided 
among the provinces proportion the amount 
the income the private sector the various pro- 
vinces. 

The other group deductions relates 
cations income between the public administra- 
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tion and the private sector, resulting from the inclu- 
sion the statistics for the private sector goods 
and services instrumental character supplied 
that sector the public administration (totalling 
541 milliard). The distribution provinces such 
deduction was made proportion the figures for 
the income the public administration, determined 
the manner explained the preceding paragraph. 

are aware the criticism that may levelled 


231 


these criteria, but not present possible, 
the basis the data available, devise more precise 
methods. Moreover, wish point out that many 
objections that might made some the indices 
adopted for the purpose our indirect calculations 
lose some their significance when remembered 
that these indices have importance per se, but 
serve only basis for effecting proportionate di- 
stribution. 


Statistical Appendix for 1955 


The National Income. 


The gross Italian national income market prices 
amounted 1955, according provisional estimates, 
12,972 billion lire, with increase 1954 
(11,797 billion lire). Net amortisations, reckoned 
1,114 billion lire, the net national income stands 
11,858 billion lire against 10,781 billion 1954. 
When further deduction billion made for 
net incomes from abroad (23 billion 1954), the net 
product market prices stands 11,833 billion, 
compared 10,758 billion 1954. Net the total 
amount indirect taxes (1,803 billion lire 1955 
against 1,604 billion 1954), the internal product 
factor costs estimated 10,030 billion lire, being 
increase 9.5°/, over that the previous year. 


GROSS NATIONAL PRODUCT 

(billion lire) 


Net domestic factor 


Net national income 10,781 11,858 


The composition the net product (at factor 
costs) for the main branches activity shows coor- 
dinated progress all the fundamental branches: 
the net product agriculture shows estimated 


NET PRODUCT FACTOR COSTS FOR THE MAIN 
BRANCHES ACTIVITY 


(billion lire) 


The development the net domestic product (total 
and per capita) this post-war period, market 
prices, shown the following table: 


THE NET DOMESTIC PRODUCT 
THE POST-WAR PERIOD 


Billions Per capita 
current lire lire 

1938 136 3,122 
1950 7,683 164,864 
8,822 187,974 
1952 196,429 
1953 10,106 213,031 
1954 10,759 225,700 
1955 11,833 246,520 


The total national income increased from 1950 
1955 the per capita income over the same 
period 1950 prices (1) the net total pro- 
duct increased from 1950 1955 the net per 
capita product over the same period The 
real increase over the 1938 figures may calculated 
respectively and 48%. 

Referring the use made the gross income 
seems that the growth investments from 1954 
1955 (about was higher than that consump- 
tion (about Gross investments, amounting 
2,940 billion lire, seem have accounted for 
the gross national income: 


GROSS NATIONAL EXPENDITURE 
(billion lire) 


T 


1954 1955 
Consumers’ expenditure 
Government current expenditure 
Gross capital 2,443 2,940 


Exports goods and 1,419 
Total available resources 13,447 


Less: Imports goods and 


prices 11,797 12,972 


(1) The adjustment obtained applying current 
values weighted average index based the cost living 


index (weight and the wholesale price index (weight 1). 
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Employment and Unemployment. 


According the last enquiry made the Cen- 
tral Institute Statistics the labor force (May 
massive increase the employment occurred 
during the twelve months ending April 1955. 

These estimates however have regarded with 
cautiousness and considered, best, only 
rough indication. 

According more recent estimates, borrowed from 
the provisional data the General Economic 
Report for 1955, the increase employment the 
extra-agricultural sectors amounted 300,000 units. 
Such increase together with the migration abroad 
not only absorbed the new labor forces (active 
population over years entering into the labor mar- 
ket), but reduced also the unemployment about 
190,000 units. Total unemployment 
decreased from 1,700 1,500 thousand units appro- 
ximately. 


Agricultural Production. 


The results the agricultural year 1955 seem 
have been particularly favorable, not only when com- 
pared the previous year but also when compared 
the exceptional yields obtained 1953. The larger 
production obtained Italy whole was essentially 
due the cereal and industrial crops, and, although 
smaller extent, fruit and vegetables and 
animal husbandry. 

This year again the wheat harvest gave the key- 
note the general results the agricultural year 
with new record 9.5 million tons, exceeding 
the exceptional crop 1953 and less than 
the 1954 harvest. Also the maize crop with 3.2 
million tons was equal the bumper crop 1953 
and exceeded that 1954. While the volume 
the rice crop (0.86 million tons) was the same 
1954, the quality was higher; the other hand, 
there was net decline below 1953) for legumi- 
nous plants. 

Turning the industrial crops there was ex- 
ceptional increase the output sugar-beets which 
rose million tons, increase less than 
45°% over 1953 and over 1954. the other 
hand, the tobacco crop fell off 10°/, compared 
1954, and hemp 6%. 

The results the fresh vegetable and fruit crops 
were generally speaking favorable, but varied widely 
for the different branches. Much larger yields for 
over 1954 yelds) were accompanied small increases 
for the principal market garden crops (+7°/, for toma- 
toes and for potatoes); for wine the situation re- 
mained stationary 50-51 million hectolitres 
1954, and there was definite decline for citrus fruit 
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(—13% for lemons). The poor olive crop serious 
matter, barely 190 thousand tons oil were obtained 
against 280,000 and 350,000 the two previous 
years. 

the field animal husbandry there was 
increase the number cattle slaughtered 
compared 1954, and increase the output 
milk and cheese, but the forage crops were scanty 
and was the supply hogs and sheep for slaughter. 

The satisfactory results the agricultural year 
were due small extent the marked 
increase compared 1954 the use selected 
seed agricultural machinery and 
the use the several kinds fertilisers ranging from 
lire exceeding the 1954 level. 


Industrial Production. 


The results obtained 1955 Italian industry 
were, generally speaking, satisfactory. Compared 
1938 the index number for production doubled. Com- 
pared 1954 there has been increase about 
due increase employment and marked 
progress productivity. 

Among the leading branches industry that 
1955 continued expand markable rate were. 
first all, those generating industrial power, which 
show general increase over 1954. 

The output electric power rose 37,259 mil- 
lions kWh, compared with 34,259 millions 
1954, with increase 1954, and 250°/, 
above 1938 level. 

The output methane gas rose above the 
figure for 1954 and more than 260 times that for 1938. 

crude oil, the output still very low 
level; but the prospecting and research work carried 
out private concerns and those the 
Group show that the total reserves the three major 
oil-fields (Ragusa, Alanno and Vallecupa) are conser- 
vatively estimated million tons. 

Among the manufacturing industries, 
cessing oil and coal are steadily progressing 
compared 1954). The activity the oil refineries 
particular has increased fold over that 
1938. 

The metal industries are also definitely expanding. 
Output more than double that 1938 and shows 
further increase over 23°/, above that 1954. 
Steel output particular has risen from 4.2 million 
tons 5.4 million tons compared 1954, 
compared 1938). 

The heavier output the engineering trades 
rise the production motor-vehicles, risen 
269,000 units, two and half times larger than the 
pre-war record. There has also been increase 


234 Banca Nazionale del Lavoro 


the output non-electric machines. the case 
electric engines and railway rolling stock, produc- 
tion tends stagnate. 

their turn, the chemical industries have made 
marked progress over 1954; compared 1938 
the output has increased almost three-fold); also 
the industries producing building materials, glass and 
pottery over 1954); progress has been made 
the paper industry over 1954) rubber 
and artificial and synthetic textile 

The branches which are still stationary are those 
the food and wood industries; there has been 
definite decline textile industries (—11°/, compared 
1954). 

The building industry attained 1955 max- 
imum its post-war steady expansion, with 1.3 
1.4 million rooms. 

short, 1955 seems confirm the tendency 
Italian industry structural shift from the produc- 
tion non-durable consumption goods that 
durable goods whether for investment consumption. 
would seem that the output the latter has 
accentuated 1955 the rate expansion which 
1954 was already 10°/, higher than the previous year. 


Prices Cost Living Wages. 


Wholesale prices 1955 have remained whole 
stable. The general index number, calculated the 
Central Institute Statistics the basis 1938, 
shows very slight increase, rising from 52.93 1954 

The rise the cost living was more marked, 
the index number passing from 58.06 1954 59.69 

The index number for industrial wages, calculated 
the average for the first months the year, 
stood 69.53 (1938=1), being higher than the 
corresponding index number for 1954; that for agri- 
cultural wages rose over the same period from 82.27 
86.20 marked rise has taken place 
the salaries civil servants: the same months 
the index number rose 54.78, 22°/, above the 
average for the previous year. The following figures 
show the trend wholesale prices, cost living, 
and remunerations from 1950 1955 


WHOLESALE PRICES, COST LIVING 
AND REMUNERATIONS 


Civil 
prices living wages wages Servants 
1950 100 100 100 100 100 


(a) Calculated the average the first months the 
year. 


These figures show that the rise real wages and 
salaries, apart from those civil servants, has been 
contained within rather narrow limits. 


Foreign Trade. 


particularly favourable feature the Italian 
foreign trade movement 1955 has been the active 
recovery exports from March 1955. The rise 
exports compared 1954 may reckoned for the 
whole year some against increase 
1954 compared 1953. The total value Italian 
exports 1955 therefore calculated 1,160 billion 
lire against 1,033 billion 1954. 

Again this year Italian exports have consisted 
mainly finished goods. compared 1954 there 
has been marked increase exports the steel 
These has also been increase for chemical 
fertilizers, and 4°/ for There has been 
40°%, increase exports fresh vegetables and fruit 
and 24°/ for non-metallic ores. 

the other hand, there has been marked re- 
duction sales oil and its by-products 
rice and citrus fruit 

the 1935 imports, they are estimated 
value some 1,700 billion lire, increase some 
11% over 1954 when the figure remained stationary 
the total for 1953. 

Imports wheat 1955 were nearly threefold 
those registered for 1954; this was due the poor 
harvest obtained that year. The other increases 
were, usual, for raw materials and instrumental 
goods (pig-iron metal scrap building 
materials iron ore wood-pulp for the 
paper mills coal non-metallic ores 
+9%, crude oil oil seeds and fruit 
sundry chemical products 

The reductions were few: fuel residuum from the 
oil refineries iron and steel plates 
raw cotton 

The classification exports monetary areas 
shows increase the sales the dollar 
area which represent now the total exports, 
and increase 26°% the exports the countries 
with whom Italy has clearing agreements; while there 
has been marked falling off exports the sterling 
area which represent about total 
exports. 

the case imports, while those from the sterl- 
ing area remain unchanged (at 25°/, total imports), 
there has been rise those from the other 
E.P.U. countries total imports), from 
the dollar area total imports) and from 
countries with whom Italy has clearing agreements 
the total). 
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spite the favourable expansion exports, 
the steady growth imports that accompanies this 
phase active industrial expansion has led again 
1955 heavy trade deficit calculated 532 billion 
lire, being above that for 1954. 

turn the balance payments find 
that the heavier trade deficit 1955 has been more 
than offset the receipts obtained from the invis- 
ible items. 

result, Italy’s officially available resources 
gold, foreign exchange and net credits abroad have 
increased from 1954 1955 about 10%, and 
amounted the end November 1955 total 
about 1,000 million dollars. This the largest 
amount far reached. 


The Bud. get. 


The provisional estimates now available for cur- 
rent receipts and expenditure for the financial year 
1956-57 show deficit 271 billion lire, arising from 
receipts amounting 2,647 billion lire and expendi- 
tures amounting 2,918 billion. add these 
figures those for receipts and expenditures capital 
account the deficit would stand 320 billion lire. 


ITALIAN BUDGET: 1955-56 AND 1956-57 


Budget estimates 
(billion lire) 


1955-56 


Current 
Expenditure 2.726 2.918 
Receipts 2.446 2.647 
Capital Account 
325 320 


these figures show, the increase government 
expenditure amounts about 7.2%, total receipts 
show increase leading slight reduc- 
tion the deficit The estimated expen- 
diture investments stands 469 billion lire, 

should however noted that both figures for 
the financial year 1955-56 and still more those for 
1956-57 are estimates, likely substantially mo- 
dified. The comparison with the ascertained deficits 


the previous financial years given the follow- 
ing table: 


CURRENT DEFICITS FROM 1947 


Financial Year Billion lire 
297 
1955-56 (estimates) 280 


Fiscal Pressure. 


The total fiscal charge affecting the national pro- 
duct calculated for 1955 2,626 billion lire, 
which 2,150 billion are government taxes (which there- 
fore account for 88°/, the total receipts, estimated 
for the financial year 1955-56 2,446 billion lire); 400 
billion local taxes, and billion other taxes. 
percentage the net national income (at market 
prices, some 11,800 billion), the fiscal pressure stands 
22% and, shown the following table, 
practically the same the pre-war years: 


PERCENTAGE RATIO BETWEEN FISCAL CHARGES 
AND NATIONAL INCOME 


1938 21,0 
1949 17,0 
1950 
17,8 
1952 19,8 
1953 21,6 
1954 22,0 
1955 22,2 


include the total amounts paid for social 
charges, 1,075 billion lire, the percentage reaches 
the National Income. 


National 


30th November, 1955, the National Debt stood 
4,452 billion lire, having increased over the 
31st December 1954 figures (4,083 billion). the 
National Debt (2,741 billion lire) accounted for 
the floating debt (Treasury Bills 1,110 billion, interest 
bearing accounts 1,050 billion, advances the Bank 
Italy, 581 billion). 
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The National Debt has increased over 56%, 
the last years (1950: 2,609 billion lire). 


The Money and Financial Market. 


The total outstanding means payment amount- 
the end November, 1955, 4,633 billion 
lire, which 2,892 billion was accounted for 
bank money (sight deposits), 1,671 Bank 
Italy notes, and billion Treasury Notes. Com- 
pared the means payment circulating the end 
1954 (4,133 billion lire) there has thus been 
increase 8-9°/, keeping with that the national 
income. 

the end December bank deposits totalled 
5,143 billion lire, showing rise 670 billion over 
those existing December 1954. When converted 
into 1938 lire the total deposits represent real 
increase over the amount the bank deposits 
existing 1938 (96 billion against 55.5 billion lire). 


BANK DEPOSITS EXPRESSED 1938 LIRE 
(billion lire) 


1938 
1950 45-6 
1951 48.1 
1952 63.2 
1953 
1954 84.5 
1955 95-8 


add bank deposits the total P.O. deposits, 
which December amounted 1.577 billion, 
have total deposits and current accounts 6.720 
billion lire, equal the gross national income 
(12,970 billion lire) and the net income 
(11,883 billion). 

P.O. savings, which 1938 accounted for 
total deposits, and 1950 for have fallen 
23% 1955. 

the bank credits, find that Sep- 
tember 1955, they amounted 4,025 billion lire, 


showing increase, compared September 1954, 
(the increase the amount bank depo- 
sits the same period was 


The Financial Market. 


After exceptional rise that occurred 
between December 1954 and October 1955, the index 
number for share-quotations fell notably, result 
the reaction the financial market the enact- 
ment new fiscal measures (perequazione tributaria). 
result, the rise the index number during the 
year stands whole about the number 
deals rose from 337 million 1954 503 million 
1955 

The total issues shares rose from 261 295 
billions lire while the issues debentu- 
res passed from 135 billion lire. 

The percentage bonus shares the total fell 
from 47°% The principal concerns that have 
had recourse the issue shares have been those 
owned the Istituto della Ricostruzione Industriale 
LR.I. (the Holding for the State partecipation 
banking and industrial concerns), accounting for 33°/, 
the issues, and the concerns belonging the 
(Ente Nazionale Idrocarburi, the Government Agency 
for Hydrocarbons) accounting for the total. 
Privately owned electric companies absorbed 8.7°/, 
the issues, privately owned Oil companies 

Only the debentures were issued pri- 
vate companies: the remaining were issued 
the the two major Institutes for long-term 
industrial credits Istituto Credito per 
Imprese Pubblica and the Consorzio 
Credito per Opere Pubbliche). 


usually, give the following pages some 
tables the relevant aspects the italian economic 
situation. 


STATISTICAL APPENDIX 


ITALIAN BUDGET SUMMARY 


(billion lire) Table 


(a) Current revenue (or payment) and movement capital; year account and arrears. 
(b) Estimated December 31, 1955. 


Source: Conto Riassuntivo del Tesoro. 


ITALIAN DOMESTIC PUBLIC DEBT 


Table 
(billion lire Index Numbers, 100) 
Consolidated Redeemable debt Total domestic 
debt debt Ad- Total Trea- public debt 


Source: Conto riassuntivo del Tesoro. 
FACTORS AFFECTING CIRCULATION THE BANK ITALY Table 


December 1953 December 1954 


! 


1954 December 1955 


billicn 


Factors increasing the money arculation Faciors increasing the money circulation 
Factors decreasing the money circulation 
sundry accounts 14-7 sundry accounts (liabilities) 0.9 


(*) Mainly, export credits. 
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DEPOSITS AND CURRENT ACCOUNTS ITALIAN BANKING SYSTEM AND POSTAL SAVINGS BANKS 


Current 


data refer 365 banks (commercial and savings banks) which hold about 99% the total deposits collected all 
Italian banks. 
(b) Inter-bank current accounts are excluded. 


Source: Bollettino the Bank Italy. 


DEPOSITS, CURRENT ACCOUNTS AND ASSETS ITALIAN BANKS (a) 
(millions lire) Table 


| 3 | 


Amount outstanding 


| 
Fixed deposits with the and 


Index Numbers: 31-12-1948= 100 


Deposits and current 257-6 265.1 276.0 294.2 299-1 303-9 
Cash and sums available 170.1 178.7 170.7 238.2 209.9 202.5 238.2 
Fixed deposits with the and 
Government Securities 194-3 196.5 199-4 206.8 222.9 224.6 
deposits and current a/cs 
Fixed deposits with the Treasury and 
other Institutions 12.4 13.0 14.8 12.2 12.8 12.5 13.3 


(a) The data refer 365 banks (commercial and savings banks) which hold about 99% the total deposits collected all 

(b) Treasury bills and other Government securities. Nominal value. 

(c) Includes: bills hand, rediscount the Bank Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable salaries, credits note hand, mortgage loans, current accounts with sections for special credits, secu- 
rities, participations. 

Source: Bollettino the Bank Italy. 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY 
(Index Numbers, 1938 100) Table 


Year month All com- Living industry quotations Price 


Dec. 
(a) End year month. Includes: Bank Italy notes and Treasury notes; (b) Bollettino the Bank Italy; (c) Bol- 
lettino Mensile Statistica issued the Central Institute Statistics; (d) Business Statistics Centre Florence. Provisional. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES 
(annual monthly averages) Table 


Government Securities 


Year month 

| 


Source: Bollettino the Bank Italy. 
WHOLESALE PRICES GROUPS COMMODITIES 
(Index Numbers, 100) Table 


Source: Bollettino Mensile Statistica. 
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WAGES AND SALARIES ITALY 
(gross remunerations inclusive family allowances) 


| 


(Index Numbers, 1938= 100) Table 
1955 
| | 
Government Civil Employees: 
(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile Statistica. 
NATIONAL INDEX LIVING COST 
Year month All Items Foodstuffs and Housing Miscellaneous 
5,806 6,875 6,308 4,074 1,826 5,640 
Jume 5,850 6,948 6,310 1,818 5,626 
June 6,023 7,171 6,288 4,071 1,973 
September 7,056 6,277 4,080 2,276 5,760 
December 6,057 7,138 6,270 4,085 2,334 5,810 
Dec. 
Source: Bollettino Mensile Statistica. 
PERSONS REGISTERED LABOUR EXCHANGE OFFICES (*) Table 
Total 
End period 
(a) (b) (d) (e) which 
| | | 
(*) the discrepancies between actual unemployed and persons registered Labour Exchange Offices, see, 


Unemployment Statistics with Special Reference Southern Italy, this Review, No. 21, 1952. 

(a) Unemployed workers who were previously employed. (b) Young persons under years age, and other persons 
search their first employment, discharged from the armed forces. (c) Women engaged house work who are their 
first employment. (d) Pensioners search employment. (e) Employed workers search other employment. 

Source: Ministry Labour. 
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ITALIAN INDUSTRIAL PRODUCTION INDEXES 
(unadjusted, 1938= 100) Table 
Manufactures 
Source: Bollettino Mensile Statistica. 
SELECTED BUSINESS INDICATORS 
Index Numbers, 1948 (annual average)= 100 Table 
Automobil 
Number 


598.1 


618.4 
955-1 


690.9 
517-3 


port 


188.3 151.2 280.7 
185.8 145-4 392.2 
194.9 371.2 


206.3 
204.6 
227.9 164-6 882.9 


248.6 185.9 500.3 
240.3 173.6 644.9 

169.7 593.0 
181.9 1003.9 


Source: Centro per Statistica Firenze. 


ITALY’S IMPORTS AND EXPORTS, 1954 


lire) 


239.9 


1,025.8 135-3 
460.5 280.8 263.6 133-4 
574-9 


Month 
Imports 
November 
December 
Total 1,500,611 


Deticit 
85,258 41,688 

81,900 27,297 
26,534 
86,571 41,675 
1,022,487. 478,124 


619.6 234.2 291.6 141.6 
489.0 225.9 283.7 
AND 1955 
Table 
Imports Exports Deficit 
one 
160,173 101,755 58,418 
1,691,200 1,159,700 531,500 
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ITALY’S PRINCIPAL AGRICULTURAL PRODUCTS (*) 


| 
Products 
Maize 23.2 31,936.0 26.0 
Plants: 
Pea 17.8 117.8 6.6 17.9 115.6 6.5 
Chick-pea 101.0 566.3 5-6 98.4 538.3 
Potatoes and Vegetables: 


Crops: 
Annual Bearing Tree Crops: 
Cherries 1,050.5 1,461.0 
Quinces 187.3 226.1 
69.0 
Carubs 619.9 
Mulberry 7,283.0 


(a) For seeding only. 


Source: Central Institute Statistics and Ministry Agriculture. 


1954 1955 1954 1955 


Table 


Index 
1936-39 100 


Total Production 
Production per 


| 


84.0 97-9| 86.6 
155-4 109.2| 94.6 

64.0 
182.2 126.3| 136.8 
130.3 146.1 
120.6 
... 


w 
N 
w 
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CAPITAL, SHARE PRICES, AND DIVIDENDS SOME ITALIAN COMPANIES STOCK EXCHANGES 


243 
Table 


Financial and Insurance 
Soc. Torinese Eserc. Telefonici 50,000,000 2,000 16. 5.55 150.— 2,508.— 
Riunione Adriatica Sicurta 2,250 7.55 185.— 6,800.— 
Textiles 
Minerals, Metals and 
Minerario 988,416 600 26. 4.55 6,950.— 4-46 
Public 
Chemicals 
84,000,000 1,000 30. 4-55 115.— 2,880. 3-99 
Sundry 
Soc. Generale Immobiliare 250 30.- 746.— 4.02 
Pirelli Soc. per Azioni 1,000 21. 4.33 


(*) The prices refer December the end December the Italian stock-exchanges were closed owing the brokers’ 
opposition the Legge perequazione (law fiscal equalization passed the Italian Parliament Decem- 


ber 17, 1955 


| 
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Table 
MINIMUM AND MAXIMUM QUOTATIONS SOME ITALIAN COMPANIES QUOTED STOCK EXCHANGES 
(Lire) 
1955 


Financial and Insurance 


Strade Ferrate Meridionali (Bastogi) 


S.T.E.T. Soc. Torinese Telefonici 


Centrale 

Assicurazioni Generali 
Riunione Adriatica 


Textiles 


Snia Viscosa 


Linificio Canapificio 
Cotonificio Vittorio Olcese 
Cucirini Cantoni Coats 
Cotonificio Cantoni 

Lanificio Rossi 


Minerals, Metals and Engineering 


Monte Amiata 


Dalmine 

Terni 

F.LAT. 

Ansaldo 
Bianchi Edoardo 


Edison 


Soc. Idroelettrica Piemonte 


Soc. Elettrica Selt Valdarno 
Soc. Romana Elettricita 


Soc. Telefonica Tirrena Serie 
Italcable 


Foodstuffs 


Zuccherifici Nazionali 
Soc. Italiana Industria Zuccheri 


Chemicals 


Montecatini 


Italiana per Gas 


Sundry 


Soc. Gen. 
Istituto Romano dei Beni Stabili 
Pirelli Soc. per Azioni 
Burgo 


Source: Bollettino Mensile Statistica. 


mum mm mum mum mum | mum mum 


18,600 
7,800 


1,740 
8,250) 


2,885) 
1,190 
1,362 
4,560 


5,560 


| 


26,800 
26,900 


1,705, 


552 


1,850 
10,950 
1,965 3,180) 
19,795 
8,050) 
1,883, 
13,780) 
8,300) 
283 402 
1,600 
2,038) 
3,190 
1,375 
1,240 
41300) 5,050 
4,990 
28,400 
26,800 
2,814 
1,360) 
3,250 


12, 125) 12,390 


9,699 


2,165| 2,350 


1,080 
7,828 
10,325| 11,150 
12,825 


6,450, 8,200 
1,380) 1,530 
209) 283 


1,232 
665 698 
1,453 
1,367 


5,100 


23,850 


2,632 
520| 
9,000 
3,160 
10,750 12,340 


2,450) 


1,530 


8,440 
2,525 
16,200 
6,600 


1,280 


2,143 


22,750 
21,600 


2,125 


1,250) 


557 


14,770! 12,290| 15,500 


22,090 
8,330 


12,300 
11,130 


1,762 


26,375 


1,827 


852 
9,690 
3,600 


8,650, 
658 


1,573 
2,380 
9,200 


18,900 
7,165 


| 
| 


1,425 
2,110 
639 
860 
6,200 
10,600 


440 
1,523 

270 
1,497 
950 
574 


24,400 


8,600 


21,800 


2,615) 


650, 


1,960 


| 


26,675 
22,525 


3,300 


10,320 
3,630 


mum mum mum 


2,840) 

13,200 


| | | | 
18,300 
| | | 1 j 
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BRANCHES ITALY 


SCHIO 
MERANO VERONA 
VICENZA 
TRENTO UDINE 
BRESCIA PADOVA 
MANTOVA MESTRE 
BERGAMO GORIZIA 
MODENA VENEZIA 
TRIESTE 
CREMONA OTTOM. CHIOGGIA 
MILANO CHIOGGIA 
FERRARA 
BIELLA BOLOGNA 
TORINO 
CORTEOLONA RIMINI 
STRADELLA RICCIONE 
CUNEO PESARO 
VOGHERA FANO 
SAVONA SENIGALLIA 
SAMPIERDARENA ANCONA 
GENOVA 
PIACENZA PORTO 
FIORENZUOLA D'ARDA CIVITANOVA 
PARMA MACERATA 
CARRARA FERMO 
REGGIO EMILIA PORTO 
LUCCA S.BENEDETTO DEL 
PORTO TORRES FABRIANO 
ALGHERO PICENO 
LECCE 
LIVORNO BARI 
MONSUMMANO PESCARA 
LANCIANO 
PRATO 
FIRENZE TERAMO 
GROSSETO CORIGLIANO 
CROTONE 
PERUGIA NOLA 
CIVITAVECCHIA COSENZA 
FOLIGNO SALERNO 
ROMA FRATTAMAGGIORE 
LATINA ROSARNO 
SULMONA REGGIO CALABRIA 
BENEVENTO MESSINA 
PALERMO CATANIA 


DEPENDENCIES ABROAD 


PARIS Rue Paix FRANKFURT a/M Eschersheimer Landstrasse 
RIO JANEIRO Rua Visconde 134 


Branch MADRID Calle Principe, 
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